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et Volume 107 
2 "17%" should be "7%*, both cases. 
7 "high" should be "low", 
8 "the points" should read "the other points" 
2 "based" should be "basic" 
9 "internal" should be "terminal" 
25 Add "to" between "west" and "Ontario and 
Quebec" 
13 "possible of" in place of " a moving" 
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Ottawa, Ontario, 
Tuesday, 
October 25, 1960, 


== On commencing at 10:00 a.m. 


THE CHAIRMAN: Order, please, 

MR, SINCLAIR: Mr. Roberts, during yesterday's 
proceedings there were two matters, as I recollect, that 
arose, One was in reference -=- if is at page 11715, 
during the examination of the witness by my friend, Mr. 
Cooper when reference was made to page 44 of the precis 
evidence of Mr. Roberts and the request was for the 
transcript reference that Mr. Roberts was relying on, 
Have you got that, Mr. Roberts? 

THE WITNESS: I have, sir. It is volume 76, 
page 13404. 

MR, SINCLAIR: The other point was some 
information requested by Commissioner Mann of the witness 
and this is at page 17700. 

Mr, Mann, Mr. Roberts, was asking you 
concerning the ale and beer rates, The transcript says 
"To central Canada"; I think Commissioner Mann said "In 
central Canada", And you recall that the discussion was 
that this was a competitive rate, and then it became an 
agreed charge. The question was as to the level of the 
rates in relation to the 17% increase. 

Have you checked that out as you undertook to 
do, and can you give the Commission the results of your 
investigation? 

THE WITNESS: I have, sir. The rates on beer 


and ale within central Canada were published as 
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competitive rates and the 17%, she interim 17% increase 
effective July 3, 1956, was applied to those rates, It 
was removed effective July 30, 1956. Subsequently, 
agreed charges were negotiated and these agreed charges 
became effective. The first one, agreed charge 425, 
applied from Montreal, Toronto and London to points in 
Ontario and Quebee and it became effective June 11, 1958. 
Agreed charge 426 from Montreal only to certain points in 
Ontario and Quebec became effective June 16, 1958, 

MR, SINCLAIR: By the way, what percentages 
were covered? | 

THE WITNESS: Well, the first agreed charge 
that I mentioned, agreed charge 425, covered 90% of the 
traffic, and the second agreed charge, No. 426, covered 
80% of the traffic. 

THE CHAIRMAN: That was a case of attrition? 

THE WITNESS: Yes, sir. 


THE CHAIRMAN; Mr. Brazier? 


CROSS-EXAMINATION BY MR. BRAZIER (resumed | 


Q@. Mr. Roberts, in yesterday's transcript, 
with reference particularly to page 17749 I had put to 
you tertain rates between Calgary and Edmonton, 
indicating to you that the rates published by the C.P.R. 
were lower than the ICC cost figures for western districts? 
A, The average ICC cost figure, yes. 
Q. Yes, the average ICC cost. And I put one 
case to you, the rate of 26¢ as against an ICC cost of 


34.45¢. Then, at the bottom of the page, you say: 
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"Those rates were examined by the Board and 

found to be fully compensatory", 

A, Yes, sir. 

Q. I take it you then agree that it follows 
from those questions and that parcicular answer that the 
Canadian Pacific's costs are lowe than the ICC average - 
costs are? 

A, Well, I would not live to make a broad 
statement like that, We are deali:z with a specific 
movement here, Mr. Brazier, I wou 1 not like to make 
broad statements like that. 

Q. Well, following through carefully -- the 
figures indicate that the rates are lower than the 
average ICC costs? 

A. In that instance, yes. 

Q. In that instance, This is all I am 
referring to; in this instance. 

Ba. Yes. 

Q. And you say that your rates are fully 
compensatory? 

A, As so agreed to by the Board. 

Q@. As so agreed to by the Board. Well, 
therefore, it follows as night follows day that for 
those specific hauls your costs are less than the ICC 
costs? 

MR, SINCLAIR: f course, Mr. Chairman, that 
is a non-sequiter, in my submission, that the average 
costs of the ICC as determined by the ICC is one thing, 


and the costs in Canada are another, What a specific 
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movement would be in the United States would have to be 
determined in the United States, The United States have 
only published average costs by districts, and --- 

MR, BRAZIER: That is what I am asking. 

MR, SINCLAIR: -- and this does not necessaril 
follow at all, I suggest, and I think the question is 
irrelevant, 

THE CHAIRMAN: Well, your objection is that it 
is not like with like? 

MR, SINCLAIR: More than that, with respect, 
sir. My contention and my position is this, that average 
costs, taking in various railroads, questions of circuity, 
and various other things taken into consideration in 
these cost studies in the United States in different 
types of railroads, is not the same as dekeas . 
mining a specifie movement - and the cost of it 
between two individual points, 

THE CHAIRMAN: Your contention is that average 
costs are not arrived at in the same way in both 
jurisdictions. 

MR, SINCLAIR: Well, no, sir. I will go 
further than that and I will say that average costs, 
the use of averages in determining costs is not worthy 
of being transferred into specific costs unless you can 
get some components that are the same, and it 3s bad 
enough to do it in Canada, but it is absolutely, I 
suggest, with all due respect to my friend, the height 
of --- it is pretty near ridiculous to bring them up 


from the United States and take average costs in a 
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district in the United States and compare them with 
specific costs of a movement in Canada. 

COMMISSIONER MANN: Mr. Sinclair, there is, 
however, some use for average costs, because we heard 
Mr. Roberts yesterday telling us about these bench marks 
and they are nothing more than average costs per ton-mil 
per car-mile, and so on. So that if they were available 
and this is nothing to do with the American situation 
now, but your particular statement, if they were 
available they would be a rough measure; would they not? 

MR, SINCLAIR: I said, with respect, 
Comminetouay Mann, that it is one thing to take average 
costs in Canada, which I do not he is too ougs af 
it is a specific movement -- and I @& not want to use 
harsh words, but it seems to me to be ridiculous to 
take average costs in the United States with an entirely 
different situation and compare them with specific ones 
in Canada, That is my objection. 

THE CHAIRMAN: Go ahead, Mr. Brazier. 

MR. BRAZIER: Q. I quite appreciate the 
difference my learned friend is making. All I am saying 
is these costs are lower than the average costs, I am 
not attempting to say that the averages in the States 
would cover a specific movement such as this, but just 
that it necessarily follows that the specific costs on 
this movement are less than the average costs in the 
United States? 

A, On this movement, yes, sir, compared with 


average costs in the United States. 
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Q. And those particular rates were found to 
be compensatory by the Board of viene ahe in 1958, was 
Lt? 

A, 1957, I think. 

Q. 6 U95T? 

A, I think it was 1957. 

Q. And your costs have gone up since that 
time, Mr. Roberts? 

Bye Seay air, 

Q. Have you re-tested those rates to see that 
they are compensatory at the present time? 

A, I have not re-tested them, sir, no, 

MR, FRAWLEY: If I might interrupt. These are 
Calgary to Edmonton rates, the witness said, that were 
placed before the Board and found compensatory. What 
were the commodities? 

MR. BRAZIER: The incentive rates. 

MR, FRAWLEY: Well, there are many, many 
incentive rates, Which ones are we talking about? 

THE WITNESS: Well, Mr. Frawley,the incentive 
rates that were originally published in April of 1957. 

MR, FRAWLEY: I know something about the 
incentive rates, but I was not aware of any where there 
was a particular incentive rate between Calgary and 
Edmonton, and you now say the Board examined them and 
said they were compensatory. I want some information, 
please, 

THE WITNESS: It was not a specific rate. 


They were not looking at a specific rate, Mr. Frawley. 
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They were looking at the range of these incentive rates 
in western Canada that were published in April, 1957, 
and the rates from Winnipeg to Calgary, Edmonton, 
Saskatoon and Regina were examined, The rates between 
Calgary and Edmonton were examined; the rates from 
Edmonton to Saskatoon were examined <= the whole series 
of rates that were established at that time were 
examined by the Board. 

MR, FRAWLEY: It is not fair to interrupt the 
witness now, but I will ask him some questions later, 

MR, BRAZIER;: I have the Seer e aoe tariff 
here I was referring to, Mr. Frawley. 

Q. You have not re-tested those to see if 
under present day costs whether they are compensatory 
or not? 

A, I have not, 

Q, I suggest to you that happens in a great 
many instances, and I do not want to just pick out the 
Alberta rates, but you put rates in and they remain 
there, and do you or do you not continue to check them 


to see that they are compensatory? 


A, We do. 
o. You do? 
A, We do, 


Q@. But in this particular instance, you have 
done so? 

A. We have not done so in this particular 
instance, 


Q@. And also the rates I cited to you between 
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Toronto and Montreal, where the same situation was 


indicated, you have re-checked those rates since they 


were put into effect? 


A, 


compensatory 
A, 
Q. 


to the Board 


That is right. 

In 1958? 

Yes, sir. 

And you find that they are still 
rates? 

They are, sir, 

Now, the cost figures that you supplied 


of Transport in those cases, are they 


prepared in the same manner as the grain study costs 


are? 


No, sir, 
They are not? 
No, sir. 


You apply to them a different sort of 


test as to whether or not they are compensatory? 


A, 


Well now, the cost figures that were 


applied to the grain cost study were exclusive of the 


passenger deficit, Now, this is getting out of my 


field as to what is included in cost figures, Mr. 


Brazier. I do not compile them. I rely on the Researc 


Department to furnish me with proper figures, 


Q. 
done under a 
was done? 


A, 


But it is your understanding that it is 


different method than the grain cost study 


Well, I do not know as to method. Let us 


say that so far as the grain cost study was concerned 
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it did not include the passenger deficit, Now that I 
know, 

Q. And the other would include it? 

A, I have no information to the contrary. I 
would say it did. 

Q. Now, Mr. Roberts, just turning to your 
brief again, first, on page 40; the second paragraph 
under the heading "freight rate structure based on cost 
of service", You say: 

"Practical rate men, whether traffic officers 

of industry or of the railways, are reluctant 

to depart from a rate making system that they 
know will work and has resulted in the free 
movement of traffic on financially sound 
railways to one that has never been adopted"? 

a 260, 82, 

Q@. Do you think that that paragraph describes 
the situation that has existed in Canada for the last 
ten years? 

A, wer, I do. 

Q. Then, I take it that the attempts that 
have been made by the railway companies from time to 
time to increase their -- to get a higher permissive 
level of earnings is not justified; that they are. 
financially sound and that there is no need of 
concerning ourselves with the soundness of the financial 
standing of the railways? 

A, We certainly, I would say, are working 


towards the perm’ssive level of earnings, sir, and I 
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say we will get it if our case that we have made in 
connection with the statutory rates on grain; if they 
are increased and with other technological improvements 
that we hope to put into effect in the future, working 
towards the elimination of the passenger deficit, I 
would say, sir, that we will reach our permissive level 
of earnings. 

Q. But I go even further than that. As you 
know, the railways have attempted in the last few years 
to get a higher level of earnings because the level of 
earnings they had was not sufficient to keep them 
financially sound, You recall the base rate of return 
case? 

A ss .Yes, 

Q. To get a higher return? 

A, That is right. 

Q,. Then, I take it from your statement that 
that was not really necessary because they were 
financially sound railways? 

A, Well, we are financially sound railways, 
but the base should be increased to reflect our 
investment in the property so that we may work towards 
a level of earnings which are justified in accordance 
with the investment that there is in the rail enterprise 

@. In other words, you are financially sound 
but you would like to be sounder? 

A, That is right. 

MR. SINCLAIR: Well, I think my friend should 


be fair to this witness, After all, he is a traffic man 
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and my friend knows that we have under reserve with 
the Board at the present time this whole question of 
the permissive level of earnings, and it is under 
reserve, Mr. Roberts, of course, is not responsible 
for all that, 

THE CHAIRMAN: JI think Mr, Brazier will be 
very fair. 

MR, SINCLAIR: This last question should have, 
I suggest, been predicated on the actual situation 
before the Board at the present time , 

MR, BRAZIER: Mr. Roberts is responsible 
for the statement made in the brief here, and as a 
responsible officer of the C.P.R. I presume he means 
what he says. 

MR, SINCLAIR: He means what he says, but 
under the situation existing before the Board, and the 
losses we have been forced to take out by this 
tremendous delay of not getting on. with our case 
because of this Commission's long sittings. 

MR. BRAZIER;: Q. On the same page, you speak 
in the last paragraph of the proposal of the 
Saskatchewan Board of Trade and the Province of 
British Columbia and you say both of these proposals 
were advanced by economists without practical rate 
making experience or without responsibilities to 
industry or the railways in regard to the movement of 
freight traffic, or without responsibility for 
maintaining financially sound railways. 


I presume from your statement there, Mr. 


we 


» ae 


snore om eee ert 


j REALS cal oe 


ae) bateotbate mre dect daagas! F 
7 ; me ig 
matt 


at “il. te 7 ey ns ye 
is » 
’ ; 2) . 


eat ineaedoes ond: he 


- fo 
ai | ge te 
Wr. 


i 7 ne 
* aged oved ew aserre 


to yecleb esot basand 


a hate 2. 


et oe Oey ihe 
pote eee ec 4 


Raper ree soem 
a F ; . : id i J + ry 
sfmaego'g ser to tod ys woy bae sed dente ia 


Slat inantoans tuorttin etateoaooe 
od sot LLtdbeaoness duoigia to oomalien vy ie 4 


ot bx aes aa le 
7, ‘ itt 


Reogeert aacisit tor iy ph 


ANGUS, STONEHOUSE & CO. LTD. Roberts » Cr.ex. 
TORONTO, ONTARIO (Brazier ) 17801 


Roberts, that you are indicating this Commission should 
pay more attention to the practical freight traffic 
men than to the economists; the theoretical economists? 

A, Well, sir, we do deal with the problems 
from day to day, That is my point. And we have been 
doing so for years. 

Q. iI would like to read you a little bit 
reported in the Transportation Week, May 7, 1960, a 
statement attributed to Mr. E.V. Hill from "Traffic 
World", Mr. Hill is chairman of the Traffic Executive 
Association, Eastern Railways, 

Do you know Mr. Hill? 

A, Yes, I know Mr. Hill. 

Q. And he is a well informed man on traffic 
matters in the United States? 

A, In the United States, that is right. 

Q, And he is attributed to making this 
statement, and I am reading from Transportation Week, 
May 7, 1960: 

"The purpose of the project, he explained, 
was to evaluate data 'to find out not only 
where we are but why and what we should do 
about it,’ and he added: 

‘when these data considered together 
indicated that the trend of rail participatio 
has been down while the production of a given 
commodity was rising and that a projection a 
few years into the future indicated a 


continued rise, due to population growth, 


r ae af sn peat: 
“nee ert quit ns pet aes yare det mies he 
ip ti es 08 diet ta at ante ah | / 


tone 


= pies Lv um wool sctiesgeait ea we 82 
| + aations” mow: CEM Ye AM od pevudtiais. dscstleg: fe 
_\eebtara or ohtiex? adi Yo mara 9 ay gra’ baat -"berew of | 
 Yamnpuomb ba nvedeR | aottatooask x 

Pook oe wom al BA bn wi 

Lc «tat! eri 2 eer ae ae ty 

oxxued me fam beotetar flow at eH ond eS ; | 
veolete betint orth nt exet tem fie 


APIS ob ted! (gotta bade enid at | ae 
wht bitate oF betitied $e at eh Bee or, 0 ee yet. a 


eel ino Roetresent m0 aenbann wh X bal inometede ae he) 
“oaee ‘J ea 


Htelone sd .foetor eZ to segs pot” 
vile ea dio batt of step eteuhavs of aan” 
of Bivode ow secdw fonsts veiw rnd oun ey: stodw 
i. rbebas <4 baw * taal 
siabaaaie: Betobtands stab eget modu’ ” init 
Iogtoiiaq iLex Yo brett sett dade boteotead |” 
tg @°o peltonbot en slits nwo panaie 


ANGUS, STONEHOUSE & CO. LTD. Roberts, 6P, 4X5 
TORONTO, ONTARIO (Brazier ) 17802 


etc. and where we found freight rates to be 
an important element, we set about the task 
of finding a rate level which would place 


the railroad on the industrial growth line'", 
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This next is the part I want particularly to 
put to yous 

"This is an important philosophy of rate 

making which has been sorely neglected in 

‘the past. It took a lot in research 

by non-rail cost-finding and market re- 

search experts to bring it out into the 

open." 
. I suggest to you that Mr. Hill probably has a better 
opinion of the economies and approach in this matter 
than you have indicated in your brief? 

A. As I recall yesterday == you say he 
has a better opinion -- if you will recall yesterday I 
said there had to be a melding of the two people, the 
two trained types of executive or whatever you might wish 
to call them, In the Canadian Pacific we have been 
working with our research department for the last ten 
years to my knowledge on various problems. 

Q. You have been using the type of man with 
the same sort of background as Mr. Hughes? 

A. Yes, but tempered with our practical ex- 
perience, 

Q. Going next to page 43 again you get back 
to a subject that we have talked about yesterday. In 
the third paragraph you say: 

"The British Columbia proposal introduces 

rigidity through the concept of maximum 

rates on ‘captive’ traffic." 


Now, you agreed with me yesterday that we do have maximum 
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rates im the rate structure? 

Aire That is right. 

Q. Why do you say our proposal introduces 
rigidity, because of the concept of maximum rates? 

A. Because under the maximum rates on 
captive traffic as proposed by you, such rates would 
only -- such maximum rates would only go up to reflect 
the increase in cost. 

Q. That is the only reason you say it? 

A. That is right. 

Q. Now, there is 4 statement you make on 
page 46 that I do not quite understand, the second full 
paragraph where you say: 

"It is clear under the British Columbia 

proposal that if two railways are competing 

between points A and B and the traffic 
is'captive', the maximum rate will be the 
maximum applicable to the low cost carrier." 
I think that part is all right. It is the next sentence 
I do not quite understand: 

"On the other hand, if ‘captive’ traffic 

is not subject to rail competition the 

maximum between two given points could 

be that of the high cost rail carrier." 

Now, as I see it, you are saying if there was only one 
railway it could be subject to the high cost carrier? 

A’ If there is only one railway the carrier 


that was high cost carrier between points A and B, well, 


then, his costs would apply over the movement. 
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Q. How could there be a high and low if there 
is only one carrier between two points? 

A. Wait a minute now, I am talking about 
two carriers between A and B, one a low cost carrier and 
one a high cost carrier. Now, between those two points 
the high cost carrier would apply. Now, moving with 
that same high cost carrier to the points the cost of 
the high cost carrier would apply whereas today the 
rates are the same, 

Q. Your suggestion is that today there is 
in Canada one carrier that has high costs and one that 
has low costs? 

A; Well, there would be in certain movements, 
certainly, and, of course, the Canadian Pacific Railway 
is always used as tne yardstick in all the rate cases, 

Q. I know that, but your composition, do I 
state it correctly, there is one high cost railway in 
Canada and the other is a low cost railway? 

A. There would be instances where in one 
case one carrier would be high cost and in the other 
case the other one would be the high cost carrier. 

Q. Now, on page 49 of your brief at the 
end of the first full paragraph you make this statement: 

"If the British Columbia proposal was 

adopted the freight rate structure would 

be much more complex and much more expensive 

to administer without serving the needs of 


shippers and railways alike any better 


than the system now in effect." 
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Do you mean to say this, Mr. Roberts, that 
aside from the problems you foresee as to printing 
tariffs and putting it into effect that the British 
Columbia proposal is just as good as the system in 
effect at the present time? 

Bie No, I would not say so at all. 

Q . You would not? 

A. No, sir. 

Q. So it would always under any circumstances 
even if there were no problems of complexity about 
tariffs, in your opinion the British Columbia proposal 
would still be not as satisfactory as the one presently 
in use? 

AG In my estimation that is right. 

Q. Now, I want to put to you another quotatio 
that is taken from Railway Age Weekly of August 29,1960; 
these are magazines that the trade traffic men read all 
the time? 

A. That is right. 

Q. Do you remember reading this one, the 
article entitled "Railroads to Stay Competitive"? 

A. No, I have not read it. Probably it 
is on my table at the back of my desk. 

Q. You have not had time to read it? 

A. That is right. 

Q. It was sent out to twenty-one railway 
traffic men in the United States, and the article ends 
up with this statement: 


"Most of the men gueried -- and most 
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responsible shippers, too -= would pro- 
bably agree in general with the three- 
way approach suggested by the sales vice 
president of one of the eastern roads. 
This man outlines three steps; 

'1) Accelerate the program of modernizing 
the railroad pricing structure through more 
practical rate making based on cost of 
service rather than on what the traffic 
will bear.’ (This, he points out, will 
probably mean a good many decreases in 
actual rates, but increases in revenué, 
Not all of his colleagues necessarily 
agree entirely with completely cost-based 
wates, but many of them think -- as he 
does -=- that this general approach will 
involve more emphasis on such new concepts 
as quantity, incentive, incremental and, 
ultimately, contract rates where they can 
produce profitable volume. _ 

'2) A new, realistic set of charges for 
services accessorial to the actual freight 
rate. 

'3) Finding out, through greater know- 
ledge of specific costs, what commodities 
are being handled at a loss and increasing 
these rates so the handling of these com- 
modities will not be a drain on other 


railroad revenues, '" 
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Would you have agreed had you been confronted 
with this flat statement of the sales vice president of 
the eastern railroad who is unidentified? 

A. He is speaking, of course, of the 
situation in the United States. I do not agree with 
that in Canada. 

Q. You do not agree with that in Canada? 

A. No, sir. 

Q. Now, I want to ask you just one or two 
questions in regard to the present classification, 

Is there any attempt on the part of the Canadian rafl- 
ways to put incentive rates into the classification 
itself? 

A. No, sir, the only use that could be 
made, in my estimation, for general application of 
the incentive rate -- I am sorry, I misunderstood your 
question. 

Q. As I understand it there are no incentive 
rates in the classification tself, 

MR, MAURO: Yes, there is. 

THE WITNESS: There are two that come to my 
mind, one is canned goods, 5th Class 30,000 pounds 
and 6th Class 40,000 pounds. If and when we feel the 
necessity arises we would, as we have in the past 

do that. 

Q. You think the classification as it stands 
today is quite satisfactory? 

As We are always working to improve it. 


Q. And I put this statement to you and see 


‘ae : 


: 
4 
4. 


cabessd nt sa chtw obeys tow 6B Moe hog? 


oO ete got iF tad w Na ql 
t ’ f my ey : 
“ead a0" eo eit, BOY oR 98! taaw t) wou 8 a 


2 ~molsnotiieeato onvantg) edt of uagen at wuot er | 
ote nathan ont te crag soe no eyanoes ya one a St 
motmastithesls sit oont neden evidneont” dug 08 ocew 
riteatt 

@d ‘Hivos #sc7 ony Tino eae (tee on Le | : a eh 

fe Hotdactiqqa Leréreg «od skiers wn ces ebm | 


( 


auoy boodemebevain Y yyriws ae 5 = went ovidngomt eat A ; | 
oe Wi, “ bo 

| ee ia 

‘ 


lovivwdout on #44 wyedst 2 baevetebaw! tT aA) VP oe 
| | ‘tiset aoteactitenets ead mi, sare , . 7 
| 52 ores .@0T sORUAM Am CAs i. 
ct OO ames and ot era eyed? + 2RRnTIV amr owas: ee 
ebniog O00 OF ceil “ae ebony pemmes al ono «bate a ttt 


of? [eel ov avdw bas tI . Sheeg 000 


goog OHEURE OveX ew ee. .bivow ow a | F 


senceemmane et mg ii tapes i 


ede dite os 1 sateentanat nae ses at | Rec a 


7 cai petits OFO5' se at ee wf “ee 
oe Maine me Re 


eae 


29 


30 


ANGUS, STONEHOUSE & CO. LTD. Roberts, cr-ex 17809 


TORONTO, ONTARIO 


(Brazier) 


whether or not you would agree with it: 


" 


Compulsory classification 
is more elaborate than desirable for 
present-day conditions," 


A. Well, I think it is necessary to take 


care of the movements that are not regular in and of 


themselves. 


Q. You do not agree with it? 


A. I think we need the classification and 


will be changing it from time to time as conditions 


in industry require. 


Would you 


Q. Now, going on further: 

"The principal factors that need to 

be considered in classification are: 
(1) kind of cars required; (2) '‘load- 
ability’ (e.g. weight in relation to 
Space occupied ); (3) empty return ratio; 
(4) added costs entailed (e.g. loss and 
damage, or insurance risk). There is 
no longer any point in classifying 
commodities in relation to their market 
value." 

agree with that statement? 


A. I would agree that they are factors that 


enter into it. 


Q. Would you agree that they are the prin- 


cipal factors? 


A. No, there are other factors. 


Q. The final statement: 


ee oe ‘ a 
1e2 whe bisniaie ‘piwow. _ 


Oe pi Viaesse proafugme) a 


 * “pet oll eu haat gat. etarodade orsa eb 
rah, ee rs , a? 

e be ie » - 7 YP > 
‘ P aga Pe fhaus Ye he tnensetg ’ 7 


_ tepled ct yreneaoes 


' a + Sas AL TalLeaer ton B75 isAay etmomevom ec? to eo 


a) ia ey 7 7 
ny © a , sev i een 


: a7 i a ? ‘ 4 
: 7 ‘ s ay . oe oe , ws 4 « 5 a 7 . a 
a) 4 5 hia ‘ci #Agiw @2I38. 4oAn eo i oY 2. 


aA uae 
4 ' Bee motesoltiessio e649 heen ew Nahar’ Tt A 
a; ; g A nS | 
eo anoltiviuos as eHnhy oF embs ey 84 gatgasso ed tn 


re 4 ; - rove ? of er 
facet Vien oy Lipsy. wrdauba . 

ee ; ie T3 
| ond’! mo saloy 4wor 2 ‘ a ' g 5 


+ lies $ beam Pini fofun’) Tagtonlityg edt 


e A pe meme at gigs TP m men 10 . : ry } hery 2 ‘on | Reon 2 qd. : 
We ’ j 
"a | baol? (S) tbextuges atte to: brkal) (2) 7 ee, 


» Ea? « oz ae rn 7 7 \ ne ' = ia > 
oy ie . b ¢aiglew.ie.e) “giliiga ‘ 
Ohjsa ayvtos ytgae 1 fF) gl betquose Seege 


5 ibe, % ry " oy " =A iat al 
bes aeol a [iets egnos bebbs (#) 


eer ‘ae 
$6hten wLeule oF molveler at setelrhomoas he 
Bus BY ea 


‘icamesete Jad? Hoty. S9aRe us. ‘bie 
; ee ae f 
tat gnotos? oie youd Jade vers O1uow tesa 


¢ 
me 


tq ene eae “weiss tect o9r98 


ANGUS, STONEHOUSE & CO. LTD. Roberts, cr-ex 17810 
‘© TORONTO, ONTARIO (Braz ier ) 


4 


"There is no longer any point in classifying 
commodities in relation to their market 
value." 

Will you agree with that? 

ha No, I think value has to enter into it. 
Still it is not emphasized as much as it was originally 
but it certainly has a place in the evaluating even 
in the classification that any particular cemmodity or 
material should take. 

Q. I take it in your opinion the develop- 
ment of the piggyback service is something that is not 
to be spread further through the rate structure? 

A. The development of the piggyback service? 

Qo Yes, you can put amy commodity you 
want in the trailer? 

Ay Well, we will put piggyback service 
wherever we can handle it and make money. 

Q. I think we did discuss yesterday the 
fact that to your knowledge there has never been a 
submission for increased freight rates because of change 
intraffic mix or changed conditions other than in- 
crease in costs? 

MR, SINCLAIR: That is not what he said 
yesterday at all, with due respect to my friend. 

MR. BRAZIER: Q. Well, can you tell me 
specifically where the railway association applied for 
an increase in rate due to change in traffic mix? 

Ay I would say it would be included in 


all our applications, it would be inherent in them by 
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the very method of calculating the increase. 

Q. And they are inherent in every case? 

A. Yes, sir. 

Q. Have you ever heard any evidence led 
as to change in traffic mix? 

A. Change in traffic mix? Why, of course, 
I recounted two of them yesterday, sulphur and potash. 
This sort of traffic mix is occurring every day, not 
in sich large movements but certainly there are changes 
in the traffic mix from day to day and month to month. 

Q. Well, it is correct to say that the 
railways have never applied for an increase in rate 
solely because of change in traffic mix? 

AS Well, not within my knowledge that I 
know of, 

MR, BRAZIER: Thank you very much. 


THE CHAIRMAN: Mr. Smith? 


CROSS-EXAMINATION BY MR. SMITH: 

Q. Mr. Chairman, as Mr. Sinclair mentioned 
yesterday, I requested that he supply me with certain 
information relating to statement 310 or Exhibit 162 
as it now is. He is supplying me with the information 
but it is not yet available. i anticipate that the 
information, when supplied, will eliminate a number 
of questions which I would otherwise have asked Mr. 
Roberts. However, I intend to ask Mr. Roberts a 
few NEN ola some of which perhaps may cover partially 


the information to be supplied. I trust Mr. Sinclair 
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will bear with me in this regard and I shall endeavour 
to avoid duplication as far as possible, 

THE CHAIRMAN: You always do, 

MR, SMITH: Q. Well, sometimes our promises 
are not always fulfilled. Just a few prelimimary 
questions for my own information: Does Exhibit 162 
include traffic originated on the Dominion Atlantic 
Railway? 

A. yes, 

Q. And does the term "Ontario-Quebec" used 
in Exhibit 162 cover the same territory asthe term 
"Eastern Region" used in the Waybill Study? 

RS It does, sir, 

Q. They are identical? 

Re yes, sir. 

Q. Now, may I refer to this Exhibit 162 
and I observe that on lines 21 and 25 you show for 
agreed charge rates within the maritimes and from 
Ontario-Quebec to the maritimes an increase of 8.9 
per cent? 

A. Within the maritimes we show an increase 
of 8.9 per cent only. 

Q. And then from Ontario-Quebec to the 
maritimes what do you say? 

A. I am sorry, that is right, 8.9 per cent. 
Q. They are both 8.9 per cent? 

A. Yes. 

Q- These increases are the highest shown on 


the satement of traffic moving at agreed charge rates, 
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are they not? 

A. That is correct, sir, 

Qo Now, would you agree that the Canadian 
Pacific Railway serves only a small part of the maritimes 
roughly west of New Brunswick? 


A. Our coverage is not as extensive as the 


Q. As I understand it your main track mileage 
for the C.P.R. itself in the maritimes is about 557 miles 
Would you know that of your own information? 

A. I do not have the information available. 

Q. And I think the D.A.R. is about 845 
miles -- the Camadian Pacific and the D.A.R. total 
845 miles? 

MR, SINCLAIR: We will accept that. 

THE CHAIRMAN : And the Canadian National? 

MR, SMITH: Q. I have not the figures for 
Canadian National, but the total mileage of the C.P.R. 
system in Canada, what is that? 

A. Seventeen thousand-odd miles. 

Q. And the mileage in the Atlantic provinces, 
have you information on that of all the railways? 

A. No, sir. 

Q. I put to you a figure of 4,163 miles? 


A. Well, I would accept that figure. 
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Q. In other words, the C.P.R. mileage in 
the Atlantic provinces is 20 per cent of the total? 

A. Yes. 

Q. Could you tell me, Mr. Roberts, what 
percentage of the maritime originating traffic shown in 
Exhibit 162 is of the Waybill sample of all traffic 
originating in the Atlantic provinces during the period 
December 1st, 1958 to November 30th, 1959? 

A. I would have to get that figure for you, 

Q. You could get it for me? 

A. Yes. 

Q. It would be relatively small, wouldn't it? 

A. In relation to the picture as a whole, 
it would be small. 

Q. Yes, because of the fact that the C.P.R. 
serves a lesser part of the Atlantic provinces? 

A. That is right. 

Q. In that respect I cicada ih is not 
representative of all the traffic originating in the 
maritimes? | 

A. Well, we are presenting the picture --- 

Q. You are presenting the case for the C.P.R.}|; 
I understand. 

A. > e » 8O far as the C.P.R. is concerned, 
yes. 

Q- May I refer you to line 12 of your 
Exhibit 162 in which it is shown that the competitive 
rated traffic moving from the maritimes to Ontario and 


Quebec produces more revenue than normal rated traffic 
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that is shown on line 2, I suggest that is not 
representative of traffic gemerally? 

A. Excuse me, we are speaking of line aes 
which is the maritimes? 

Qs Maritimes to Ontario and Quebec. 


A. You are talking of total revenue -- 


$16, 000? 

Q. - $16,310.46. 

A. yes, 

Q. And on line 2,$9,204.84? 

A. That is correct, in relation to dollars, 
yes. 


Q. In relation to dollars, yes? 

A. Yes, 

Qo What I am suggesting is that that fact 
is not representative of traffic generally from the 
maritimes region to the eastern region, Could you 
speak as to that or would that be matters within your 
knowledge? 

A. Well, of course, this is a sample, and 
it is --- 

Q. This is a sample that you found, but what 
I am suggesting is that it is not representative of all 
traffic? 

A. We are moving a lot of traffic from the 
maritimes to onibksie and Quebec at competitive rates. 

Q. I will give you am example; the 
$16,310.46 of revenue shown in line 12 is, as I calculate 


it, about 46 per cent of the revenue of all traffic movin 
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from the maritimes to Omtario and Quebec, and that is 
shown as $35,002.77? 

A. Yes, 

Q. And I say the amoumt shown in line 12 
is 46 per cent of the amount shown in line 32? 

A. That is right. 

Q. You refer to the 1959 Waybill Analysis; 
the competitive rated traffic moving from the maritime 
region to the eastern region, I am instructed, produces 
only 16 per cent of the revenue of traffic moving from 
the maritimes to Ontario and Quebec? 

A, Ceuld Ii cei ca'ee ov? 

Q. The Waybill Study shows $39,063 and 
the total is $240,000, 

A. Where is that? 

Q. I will just show you this; it is a 
little hard to follow, I admit. I am saying that 
is 16 per cent? 

A. Yes. 

MR, SINCLAIR: That is an addition of non- 
competitive and agreed charges, amd competitive as a 
ratio of the total? 

MR. SMITH: That is right. 

THE WITNESS: You have done some figuring. 

MR, SINCLAIR: Subject to check, yes. 

MR, SMITH: Very well, subject to check. 

Q. In other words, your ratio is much 
greater than shown in the Waybill Study? 


As Tat is right; 16 per cent in the Waybill 
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Study and roughly 40 per cent --- 

Q. Forty-six per cent? 

A. Forty-six per cent in this sample here, 
This, of course, is Camadian Pacific, again, we must 
remember, whereas the Waybill Study --- 

Q. I quite agree with that: you are putting 
in the figures from your own company? 

A, That is right. 

Q. But I am trying to point out it is not 
representative of the traffic which moves to and from 
the maritimes? 

A. Well, I imagine there is more traffic 
moves from Atlantic 5 ales on the Canadian National 
Railways in Nova Scotia. 

Q. yes, Now, just a few questions of 
a general nature, On page 7 of your brief you 
state, among other things, that a general rate increase 
must not favour a shipper of one commodity over a 
shipper of a competing product? 

A. That is correct, 

Qo I suggest to you that the present method 
favours the shipper of one commodity over the shipper 
of a competing product, and I will instance this sug- 
gestion of mine: say a manufacturer im Toronto, for 
example, is selling stoves in Montreal; he can escape 
the rate increase because of competition, in many 
cases, and, in fact, im this case, while the manu- 
facturer at Sackville, New Brunswick, selling a 


competing line of stoves in Montreal must bear the 
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full amount of the increase; is that not correct? 

Bs Well, he can escape the increase and, 
likewise, I would say there are opportunities for the 
man in Sackville to escape the increase too, 

Q. By what method? 

A. By some competing mode of transportation 
-- by truck, 

Q. But if there is no competing mode of 
transportation? 

A. Well, if there is not a competing mode 
of a tasueva Veen: of course the increase would apply 
to his rate. 

”.Q. In any event, due to competition you 
have the same situation, have you not -- one shipper of 
one commodity is being preferred over a shipper of the 
same commodity? 

A. No, sir, not preferred at all. 

Q: Well, I suggest he is; bht we differ 
on that point? 

A. yes, 

Q. Mr, Roberts, in stasteetae horizontal 
rate increases with hold downs, on page 21 and the 
following pages you state, at page 22, that these 
horizontal increases with hold downs would result in 
some traffic that can take the full increase not doing 
so thus unfairly placing on other traffic an additional 
burden, and you go on to say this would be so because 
the reduction through the application of the hold down 


would have to be reflected in a higher percentage of 
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increase and all traffic to which the hold down did not 
apply would have to pay-hat higher percentage increase 
and thus provide the revenue lost by not applying the 
increase proportionately to all the traffic involved. 
That is the statement in your brief at page 22 and the 
following pages? 

A. That is correct, 

Q. I suggest to you under the present 
horizontal method of rate increases traffic which is 
subject to intense competition is able in many cases to 
escape a rate increase in full or in part and is, there- 
fore, subject to what amounts to a hold down? 

As Well, if you apply the hold down, that 
hold down governs on all of the traffic that is covered 
by the hold down, When you apply a straight general 
percentage increase, in some cases, of course, due to 
competition we have to take all or part of the increase 
off a particular rate or rates, but we do retain the 
full increase on other portions of the traffic. If we 
apply the hold down we would lose that increase on 
this balance of the traffic. 

Q. I am suggesting to you that the present 
method of norizontal increases across the board is one 
which contains competitive hold downs, and I suggest it 
unfairly places an additional burdem om traffic not 
subject to intense competition; do you agree with that 
statement? 

A. No, I don't say the present method con- 


tains hold downs at all. We apply the increase across 
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the board to all movements of traffic and it may be 
necessary -- and im places it is necessary -- to remove 
all or part of it. This is not the application of a 
hold down principle, It is just a question of meeting 
competition, 

Q. But in essence it has the same result 
as a hold down, due to competition, as you say? 

A. No, sir, I could not gree with that, 

Q. My suggestion to you, then, is that 
because the reduction through the application of the 
competitive hold downs -- what I call competitive hold 
downs -- has to be reflected in a higher percentage of 
increase, and all traffic to which a competitive hold 
down does not apply has to pay that increase and thus 
it provides the revenue lost by mot applying the in- 
crease proportionately to all the traffic involved? 

A. No, sir, I don’t agree because if you 
apply a hold down you have to make up the difference 
on the other traffic. It just means that your per- 

centage portion of the increase is higher. It applies 
to short haul traffic and you make that more susceptible 
to trucking. 

Q. What I suggest, and I don’t expect you 
will iitectiw it, is that the present method of applyl 
horizontal rate increases has the same objectionable 
features that you state you found in horizontal in- 
creases with hold downs? 

A. I don't agree with that. 


Q. I didn't expect you would, sir. Could I 
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refer you to page 38 where you deal with the question 
of "At and East" grain rates? My understanding is, 
amd you can correct me if I am wrong, that these 
rates were criginally established for the mov ement 

of all Canadian grain -- to encourage the movement of 
Canadian grain via Canadian routes and Canadian ports? 

A. That is correct. 

Q. In your brief you mention the United 
States railroads reduced the grain rates from such 
places as Buffalo and New York and other Atlantic 
ports to meet seaway competition? 

A. That is correct, 

Q. The question I am about to ask is, will 
this mean that Canadian export grain will tend to 
move via U.S. ports? 

A. We don't think so. 

Q. Routes and ports? 

A. We don’t think so, otherwise it would 
have started to move before this. The lower rates 
in effect from Buffalo have been in for a year now 
and we haven't any evidence of a move over to United’ 
States ports. 

Q- I suggest that an increase in the 
Canadian rates will tend to divert further Canadian 
export grain to U. S. ports, or indeed from Atlantic 
ports to other Canadian ports? 

A. I don't think it will. 

Qe You don’t think so? 


A. No, sir. 
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> 
« . 


Q. My understanding is that the movement 


° 


of grain to Halifax and Saint John was for grain 
parcels in the liner trade; is that right? 

A. Well, the elevators are there filled 
with grain and they provide a cargo for ships which 
call at Halifax and Saint John. 

Q. And take part cargo? 

A. Yes. 

Q. But if there is a diversion of Canadian 
grain to other ports, isn't it probable the liners 
.) 
calling at Saint John and Halifax will be diverted to 
other ports? 

A. You say if there is a diversion, and I 
don't think there will be a diversion, 

Q. But if there was a diversion, that would 
be the tendency, wouldn't it? 

Vi If there was no onaik available in 
West Saint John? 

Q. Yes, 

A. This might happen. 

Q. And if that were the effect, wouldn't it 
also deprive Canadian Pacific of the carriage of export 
and import traffic which they would possibly enjoy from 
Halifax and Saint John otherwise? 

A. I would say we would still have our own 
ships calling at West Saint John? 

Q. But the liners that would call to pick 


up the part cargo would not normally come to those ports; 


isn't that correct? 
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to That may be the case, This is all some- 
thing in the future, I don't agree, of course, that 
the grain will go away from either West Saint John or 
Halifax. 

Qo You know that the American railroads have 
reduced rates on grain to meet seaway competition? 

A. That is correct, 

Q. Has Canadian Pacific experienced similar 
seaway competition? 

A. Well, there has been competition, yes, 
but not in our estimation --- 

Q. On the Atlantic seaboard? 

A. -=-= not in our estimation necessary to 
take drastic action such as the American railways have 
taken, We think the seaway is in a settling down 
period, 

Q. A certain amount of grain is now moving 
from the lakes to the maritimes by water; is that 
correct? 

| A. From the head of the lakes there is a 
certain amount of feed grain moved, 

Qo Any export grain? 

A. Not to my knowledge -- to the maritimes, 
sir? There may be. They would take advantage of it 
if they could because the water rates are lower than 
our present"At and East"grain mtes. 

THE CHAIRMAN: What is the extent of the 
increase on the grain rates to West Saint John? 


MR. SINCLAIR: The present difference between 
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the related basis and the lack of relation that now 
exists. What is the. spread between the U.S. --- 


THE WITNESS: On, 4 cents was the reduction 
put in by the American railways. 

MR, SINCLAIR: The spread is now 4 cents per 
hundredweight? 

THE WITNESS: Yes, 

COMMISSIONER MANN: Mr. Roberts, under 
X223 what will that spread be? 

THE WITNESS: Four and a half cents -- 
no; three and a half cents, 

COMMISSIONER MANN: Well, the American rates 
are going up? 

THE WITNESS: Seventeen and a half cents -- 
they will stay the same because our rates are going up. 


I am sorry. 


---Short recess. 
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THE CHAIRMAN: order, please, 

MR, SMITH: Q. Now, may I refer you, Mr, 
Roberts, to page 27 where you are dealing with flat 
increases in cents per unit of traffic, And at page 27, 
as I read your precis, you state that such a method of 
increases would be impracticable with the very wide 
range of transportation characteristics, value and 
length of haul, etc, 

A, That is right. 

Q. What I am suggesting to you, Mr. Roberts, 
is that effective yesterday, October 24, 1960, a general 
rate increase occurred in the United States under tarif 
and increased rates and charges X223. You, of course, 
are familiar with that? 

A, Yes, sir, that is right. 

Q@. And, as you know, the tariff, among other 
things, ‘authorizes a general rate increase of one-half 
a cent per 100 pounds on rates not exceeding 65¢? 

A, That is correct. 

Q, And 1¢ per 100 pounds on rates over 65¢? 

A, That is right. 

Q. Now, to assist the Commission, I wonder 
if you could tell me whether the transportation 
environment in Canada would make a rate increase of 
varying amounts for different rates such as found in 
that tariff impracticable? 

A, Well, Mr. Smith, you have to examine the 
amount of money that they were aiming for, and the leve 


of the increase. An increase of 1¢ per 100 pounds on 


igiote er —] ‘ola Ro 
a ee 


aes Qjiw satiseb eu 0% ehadw YS sgaq@ ¢ 


f ; rad 
a ae a 

ue ™ ‘ 7 
its png: te boa . a YtoR te ‘tiny te¢ lal nt ‘aa 


rH 


“te Sortie ut & dowe Jade efase wy , elect ine baot I aa 


t 


ebiw iev eff ditw efdeotioenget od bieow sonseront | 


> bes selav ,notectteeoseato woke ga woqaussd eh es ic 


Pia is - ; 
ej, .iteia ot dad® A ni 


7 
r ; vf :, 
| | . .o99 (Inasi, 20 dggner im 
i : P 

L 

| 

. 


ee 


, a tedon ,a4 .eDe © we 06 I Jaaw i Liv 


< ces | ,o Ay 


- 


L 

, % eel: ' 

- Lerreneg 2 , Od “3 oO .ySbveatsey syvivcette tad? > 
. aa 
Vtiest sebaw asiacd hotiad af? af howeseo dapetoat otat — 


wo 3 . SoX% senyeds Soe asvanx beusotenk bas | 


, 


y 
ul g4n0 tle ,oe¥ .,4 


r 
} 
a? 
i Sed ite aelilaat es. 
. \ 
$@ gacme Tiss? ¢ rN wey es bal =f 
“a 
| 2) 5t-@8O- 70 Sbaeton ica levoyem & sealyoddyg” . exci 
It 


- 


fhe salbesore Jon aster mo eabawoq GOI neq Jase a 


} vi in <taTvC a E r aD shrug ' C vi tad 4 f och a) 


' } A 
baow I .aotesinnedD ant felems oF WOW «0 =f. 
“4 ips 
. doltadxeqguseTs ot! iets we Lint ubives voy t 
a g 
' j 
= 
; to susovsol eget «= sles Olyoe shsasd 1 agneortvae 


i bese 4 depe wstas Saptettp wt etn ant 


4; | ‘eidanky omer 


‘2 Sotwaxs a aved Mor, ities S ae tt 
‘ a N 


2 ono ote ha» 


ANGUS, STONEHOUSE & CO. LTD. Roberts 9» CY,CX. 17826 
TORONTO, ONTARIO (Smi th ) 


all rates over 65¢. Now, so far any increases that have 
been authorized by the Board have been substantially 
above that. So, I think you have to look, examine the 
application itself and the result in comparison with 

our own, 

Q. But, in any event, that is what was done 
in the United States? 

A, That is what was done in the United States 

Q. And I suggest also, Mr. Roberts, that that 
is not the first time the United States railroads have 
made a general increase by varying flat amounts? 

A, By varying flat amounts? 

Q. Yes, 

Ay Only? 

Q. I referred to -= not only, but in other 
rate increases, the tariff increasd rates and charges 
-a@tso at varying increases in cents per hundred pounds 
for different commodities, X212? 

we ZZ127 

@. Yes, X2l12. 

A, Well, it had percentage increases as well 
as that, 

THE CHAIRMAN: Is that principle right or 
wrong? 

THE WITNESS: Well, sir, as I said before, in 
my estimation it is wrong, Mr. Chairman. 

MR, SMITH: Q, ‘That is the view of the 
Canadian Pacific Railway? 


A, Yes, sir. 
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Q. It is wrong in the United States, and it 
is wrong in Canada; would you say? 

A, Well, they have to look at their own 
Situation, I am not*telling them what they should do in 
the United States. I am saying what the position is as 
I see it in Canada, 

Q. At least, they have done it? 

A, They have done it under their own 
conditions, 

Q. Now, another topic, and I am pretty well 
through, In discussing exhibit No, 162 with Mr. Brazier 
he suggested to you at page 17760 and 17761 that the 
burden of the 17% rate increase fell more heavily on the 
people of the various regions because one had to take 
into consideration the number of people over which the 
increase would be spread, Do you recall that suggestion? 

A, I recall the questioning, yes, 

Q@. And at the pages to which I referred, he 
gave instances of that by way of percentages? 

A, In dollars? 

Q. In dollars, $5.86 for Ontario-Quebec; 
$15.56 for the west; and $8.72 for competitive traffic 
in the Maritimes, And on non-competitive, the figures 
were: Ontario-Quebec $2.07; the west, $7.93; and the 
Maritimes, $5.152 

A, Those are the figures taken from the 
transcript, yes. 


Q. Now, I am also suggesting to you that, in 


addition to those circumstances, it would also be 
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necessary to give consideration to the ability of the 
people carrying the burden to pay; do you agree with 
that suggestion? 

A, Well, first, of course, Mr, Smith, you hav 
to remember that the people in western Canada are spread 
over a large territory. There are fewer of them, and 
they are spread over a large territory. 

Now, they pay proportionately for the 
transportation that they receive, Certainly, the 
concentration of population is in Ontario-Quebec, but if 
you take it down really finer than that, you will find 
that, say, in Toronto, in Metropolitan Toronto, there is 
almost as many people, say, as in western Canada, or in 
any one province of western Canada, 

Q. iI do not fhink so. I think your figures 
are just a little bit off. 

MR, SINCLAIR: More than there is in British 
Columbia, anyhow; and more than there is in Alberta too. 

MR, SMITH: Q. In other words, what I am 
suggesting, Mr. Roberts, in addition to the point which 
Mr. Frawley made, that the per capita, the personal 
income per capita should be taken into consideration in 
respect to territories, in measuring the burden on the 
people in the various areas, ~- 

A, Well then, if you start doing things like 
that, you should measure the burden on the person of the 
particular products he is buying. Why restrict it to 
transportation, Mr. Smith? 


MR. SINCLAIR: I suggest, if he is going into 
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this, it should be "disposable income", It might be 
so, that the Maritimes have more disposal income than 
the people in Toronto, and not only that, in the 
Maritimes it may be the highest of all, 

MR, SMITH: Q. Just one other matter, Mr, 
Roberts. 

In discussing the application of a general 
increase with Mr. Cooper yesterday, as found in volume 
106, page 17697 onward, you, as I took it, disagreed 
with Mr. Cooper's questions, At the bottom of page 
17697, the question read: 

"In fact, it is known before any general 

revenue case is brought to the Board that 

certain rates will not in fact be able to 
take that full increase which is being asked 
for?" 

Can you find that question? 

A. Yes, I have it, sir. That is not the 
full question, of course, sir. 

The full question was; 

"Q. Does not that result, Mr. Roberts, in, 

in effect, selective increases being applied, 

in spite of the fact that we speak of general 
percentage increases and horizontal percentag 
increases as if that increase was to apply 
equally throughout the whole rate structure? 

In fact, it is known before any general 

revenue case is brought to the Board that 


certain rates will not in fact be able to 
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take that full increase which is being asked 

for?" 

Well, my question is this, and I just want to 
cite an example to you. When you are preparing an 
application for an increase, you know in advance that 
certain competitive rates will not be increased, do you 
not? It will not be possible to increase certain 
competitive rates? 

A, I would not say before we make the 
application, Mr. Smith, We may find in the interim 
that it will not be possible for us to put the 
application, the increase on,as it is authorized. 

Q. But, at least, at the time that your 
evidence is given before the Board, you know pretty 
well in advance; do you not? 

A, Well, in certain instances, we did not 
apply the increase, I think there were only two cases, 
and they were the incentive rates between Montreal and 
Toronto and the incentive rates out of Winnipeg. 

Q. I see. But, at least, insofar as that 
is concerned --- 

A, That is about the only ones to my 
knowledge that the 17% was not applied fo. 

Q. Are you quite sure as to that: those are 
the only ones? The incentive rates between Montreal 
and Toronto and out of Winnipeg? 

A, To my knowledge, yes. 

MR, SMITH: Thank you, Mr. Roberts. 


THE CHAIRMAN: Mr. Mauro? 
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CROSS-EXAMINATION BY MR. MAURO: 


Q. Mr. Roberts, you told my learned friend, 
Mr. Sinclair, yesterday, that this submission was written 
by yourself or under your direction and advice, and that 
it represents the best opinion that the C.P.R. can offer 
on the matters dealt therein? 

A, At the time of writing, sir, 

Q. And I take it, then, that we can start 
tomorrow for example, by agreeing that the present freigh 
rate structure is completely unrealistic and that this 
is the opinion of the Canadian Pacific Railway? 

A, The present freight rate structure is 
completely unrealistic? No, sir. 

Q. Would you turn to page 50 of your submission, 
and the following appears, and I will read it: 

"T am unable to understand how the Board of 

Transport Commissioners would ever be able to 

fix maximum rates which were only to be adjuste 

for changing costs and not to take into account 
changing conditions unless the maximum rates 
were set at such a high level that they would 
be completely unrealistic and would be there 
only to take into account all possible future 
variations and changed conditions. If this 
were done we would be back, even under Mr, 

Brazier's proposal, to the situation as it 
" 


exists under the present freight rate structure 


A. No, sir. 
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Q. Now, as I read that paragraph you say 
if the British Columbia proposal were adopted setting 
these very high maximums it would be completely 
unrealistic, and at beat we would be back to where we 
are today under the present freight rate. structure? 

A, No, sir, that is not the thought at all 
because under the British Columbia proposal the non- 
eaptive traffic, the rates on the non-captive traffic 
gould be higher than the maximum, 

Q. And that is completely unrealistie? 

A, Higher than the maximum? 

Q. Well, unless the maximum rates were set 
at such a high level that they would be completely 
unrealistic; unless the maximum rates were set at such 
a high level that they would be completely unrealistic: 
if this were done, we would be back even under Mr, 
Brazier's proposal to the situation as it exists under 
the present freight rate structure? 

A, Well, this is, Mr. Mauro, on the basis 
that the traffic eventually -=- the rates on the traffic 
eventually would have to be moved to the level that 
would move the traffic, and therefore reflecting value 
of service, and we would be back to where we are today, 
operating under the ceiling. 

Q. But that is not unrealistic? 

A, Well, not when you are making rates to 
move the traffic. Not at all, sir. 

Q@, On page 50, you do not mean to infer, 


even if in fact you did say there that the British 
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Columbia proposal is completely unrealistic, and even 
with Mr. Brazier's variation we come back to the thing 
that we had today, the same setup we have today, you 
do not want to intimate that what we have today is 
completely unrealistic? 

A, Wo, sir. 

Q. Now, at page 4, Mr, Roberts, part way 
down the page, this statement appears: 

"It must be recognized that freight rates, 

to be just and reasonable, should not be use 

to offset geographic advantages or 
disadvantages of any given producer or area, 

Nothing is clearer than that the jurisdicti 

of the Board of Transport Commissioners is 

not that of an economic planning board, 

Obviously, if it was to be an economic 

planning board, it would not only have to 

control transportation. costs, but all other 
costs that are elements in the sale price of 
goods," 

I wonder, Mr. Roberts, if you could tell the 
Commission whether or not in your experience you have 
had representatives of governments or industry who are 
considering the possibility of establishing an indust 
in a particular area who had to have guarantees or 
particular freight rate structures in order to permit 
them to get into markets to establish the industry? 

A, Not, Mr. Mauro, within hig ess Wade 


A, Do you think that it ever happened? 
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A. It may have happened years ago, 
Q. How many years ago? 

A, I think probably, Mr, Mauro, that a case 
in point would be movement in western Canada: pypsiin 
into Fort White. The rates as I recall them remained 
constant over the years until a case was brought before 
this Board, the Board of Transport Commissioners, 

Q. I want to make it clear, Mr. Roberts, that 
where I am going is not to suggest any mefarious scheme 
on the part of either railroads or shippers, I am 
heading towards the goal of showing and demonstrating 
that in fact railways and decisions of railways, the 
decision of the Board of Transport Commissioners, have 
very direct economic impact on the development of 
geographic areas of this country, and I am suggesting 
that you are contacted frequently by governments and/or 
industries who are contemplating the establishment of 
various plants or operations and need a particular rate 
in working out their cost structure to see if the 
operation is feasible? 

A, Well, of course, we would naturally 
examine the circumstances, Mr. Mauro, in relation to 
the particular industry, and what the effects might be 
on the existing freight rate structure. 

Q. And I think the matter was discussed by 
Mr, Jefferson, who I understand was a former officer 
of the Canadian Pacific Railways? 


A, A very distinguished officer. 
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1 
2 Q. He certainly was, Mr. Roberts. I might 
3 refer you to the examination of Mr. Jefferson as it 


4 appears in Volume 80 of the evidence hefore the 

5 Royal Commission on Transportation on February 21, 1950. 
6| This is a discussion with my learned friend Mr. Frawley, 
7| who is discussing the pulp and paper manufactures in 

8| western Canada, the possibility of setting up those 


9 plants. I will just refer you to it on page 15926; 


10 "Mr. Frawley: Q. Tell me, Mr. Jefferson, 

11 have you any examples of such rates within 

12 western Canada, that is, rates given to particular 
13 shipping points to the exclusion of other similar 
14 shipping points for the express purpose of 


assisting industry at the former point? 

1A. io Nes If you have any examples I would 
be glad to discuss them with you, but I have 
not any. 

"Q. No, I have not any,: but I was wondering 
whether you had any examples of rates given to 
particular shipping points for the express purpose 
of assisting an industry at that point to the 
exclusion of other similar shipping points? 

"A, No doubt we have rates in effect to 
assist industry, but I cannot pick any out at 
the moment, You would have to be very careful 
in naming a rate to assist an industry if another 
industry was producing the same product. 

"Q,. That really means then that rate making 


to meet the special needs of the shippers would 
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have to have in mind all shippers of a par- 
ticular commodity as a whole? Is that not 
80? 

"A. Would you ask that again? 

"Q. I say rate making, to meet the special 
needs of the shippers, would have to refer to 
all shippers of a particular commodity as a 
whole? 

"Ay #¥ ee, sir. I say that we would treat 
all shippers alike unless there were some special 
competitive reasons requiring different treatment 
of one than the other." 

I just say that it points up in fact the importance of 
transportation in the economic development in the 
interest of having industries in Canada? 

A. There is no doubt about it that trans- 
portation is important and as you will notice Mr. 
Jefferson said in evaluating the particular problems 
he examined the situation in respect of other people 
in similar circumstances. 

Q. And when the sulphur people in Saskatche- 
wan were going to set up their plant, did they talk to 
you? 

A. They certainly did. 

Q. And I imagine that the decisions reached 
with the C.P.R. were important factors in the establish- 
ment of that plant and the operation in Saskatchewan? 

A. They had to find out as best they could 


what their transportation costs would be in getting the 
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commodity to market. 

Q. So you are not seriously stating in 
this submission that the decision of the Board of 
Transport Commissioners as to rates or of the railways 
as to rates do not affect the economic fibre of every 
community in Canada? 

A. Well, when you say "decision", you 
cannot say it in a general way. You have to look at 
these things specifically. 

Qo Well, I will say it very generally on 
the overall picture, Mr. Roberts, that the decision 
does in fact, because the decisions of the Board of 
Transport Commissioners and of the railways on the 
freight rate matters have such an impact on the 
economic life of our economy, that this Royal Commis- 
sion was established? 

A, Well, Mr. Mauro, there are factors 
other than transportation that are taken into account 
when any industry is set up. I mean, this is one 
factor and one cannot say that it is not an important 
factor. 

Q. Well, in the context of this Commis- 
sion's interest in transportation the transportation 
role in the economic life of Canada is, I suggest, a 
matter that we want to consider? 

A. That is right. 

Q. Now, at page 6, as a matter of fact, 
starting at the bottom of page 5, you say: 


"The distance over which goods are carried 
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has a direct bearing on the rate which 
can and must be charged for the service, 
The length of the haul obviously has a 
direct effect on the variable cost of the 
service performed, It also has an effect 
on the ability of most goods to pay trans- 


portation charges," 


Now, can you explain to me how the length of haul can 
affect the ability of goods to pay transportation charges? 

» Well, the length of haul, of course, has 
an effect on the price you charge for the movement of 
the product, and, therefore, it could limit the range of 
movement of any particular product. 

Q. Well, the value of the commodity does not 
change by moving it a given set of miles. In other 
words, -- I think perhaps we may have been over this 
once before but I will repeat it here -- I suggest that 
the price of a washing machine in Ontario at the factory 
has a set value and that the value to the consumer in 
Winnipeg, the purchaser of that washing machine in 
Winnipeg is not the price of the washing machine de 
facto but the price he could buy it at in Winnipeg and 
the value of the washing machine does not change because 
of the distance from Toronto to Winnipeg? 

A. Well, it changes in respect of the service 
that is necessary to get it to market because the 
washing machine is not of any value in Toronto when they 
have a market in Winnipeg. 


Q. No, it certainly is not. How does the 
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washing machine then go if the party wishes to go 

to Toronto and pick up the washing machine, has it 
any different value when he gets it back to Winnipeg? 
The washing ate has a set value, has it not? 

A. Yes, 

Q. And the only increase will be the in- 
crease that you people set on moving that commodity? 

A. Oh, no, there is the cost of the person 
who is going to sell the washing machine in Winnipeg, 
that will be in there and that is not transportation, 

Q. Yes, has the value of thewashing machine 
changed? 

A. No, the value of the washing machine 
basically has not changed. 

Q. So that length of haul cannot affeot 
the ability of a certain product to pay transportation 
costs? | 

A. I say yes, because the distance, the 
service that has been performed, has an effect on the 
price that is paid for that service, 

Q. Mr. Cooper yesterday asked you about 
domestic market competition and you stated, if I 
understood correctly, that you did not meet the domesti 
market competition, internal market competition? 

A. This is as between two Canadian manu- 
facturers? 

Q. yes, Does that apply to a product 
competition situation where you have suppliers of 
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asphalt shingles into the Ontario market, both produced 
in Canada? 

B's No, sir, we have a normal basis of rates 
applicable to ote different type of commodity. 

Q. I notice on page 7 the statement in the 
last paragraph, concerning general principles involving 
increases you make the statement: 

"It must not attempt to maintain rate 

differences unrelated to the competitive 

rate relationship." 

That is, in fact, what is presently done on coal, is it 
not, in the case of coal? 

A, That is correct, sir. 

Qo As I recall it yesterday you did suggest, 
to be consistent, coal should be put on a horizontal 
percentage basis? 

x yes, 

Q. Then, on page 30,on the matter of coal, 
the second complete paragraph: 

"Even assuming no other difficulties ---" 
You are discussing here, I believe, the flat increase; 

"Even assuming no other difficulties 

the cost of maintaining the statistics 

necessary and in repwblishing ali tariffs 

after every general revenue case destroys 
the validity of this method." 
I wonder if you could tell us whether or not you re- 


publish the coal tariff after every flat increase? 


A. No, we do not, but, of course, here I 
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am discussing a graduation of the flat increase where 
you would have to examine movements, various movements, 
various lengths of haul and so on and so forth. 

Q. Well, coal has a graduated --- 

A, Well, it had, Mr. Mauro, in two cases 
but all of them have just been -- other than this, it 
has been flat increases, 

Q. And were the tariffs republished in those 
two cases? 

A. They were eventually published, not 
immediately. _ | 

Q. Now, has anyone before this Commission 
suggested that the future increases be made in flat cent 
per hundred pounds? 

A. I believe it has been mentioned by the 
Brandon Chamber of Commerce, 

Q. Do you have the transcript there? 

D Volume 31, page 4798. 

MR, SINCLAIR: I am suggesting now they have 
opened this possibly Mr. Roberts might want to put them 
all on with respect to page 14. 

MR, MAURO: Q. Put on whatever you want. 

A, It is volume 31, page 4883. 

Q. At page 18, Mr. Roberts, the last para- 
graph on the page: 

"Tt will be seen from the foregoing com- 

parisons that the percentage of increase 

paid by the various regions on the average 


was approximately the same." 
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Now, as I understand most of the evidence before this 
Commission, no one has seriously denied that using 

the increase in percent is approximately the same, 

What parties opposing your position have contended is 
that this method has distorted the situation in absolute 
terms of dollars and cents. 

A. There has been a change in the difference 
in the rates certainly, but proportionately the relation 
ship has remained the same, 

Q Well, that is certainly true, but the 
inequity that the parties, the long haul provinces 
particularly, have complained about before this Royal 
Commission,before the Turgeon Royal Commission and 
before the Board of Transport Commissioners has been 
the fact that the percentage increase was not the 
same but that the results of continual horizontal 
percentage increase distorted the freight rate structure 
in absolute terms, You will recall that Premier 
Roblin in Winnipeg placed before the Commission certain 
data appearing in Volume 29 at the hearing of February 
8th, at page 4212, where he pointed out -- and I will 
only mention one or two of them -- that for instance 
in the case of auto parts the east-west rate in 1941 
was $40.79, and by 1958 it had risen to $87.49, or 
a total increase in dollars of $46.70. The east- 
east rate had gone up from $10.44 in 1949 to $11.44 
in 1958, or an increase of $1. Agricultural imple- 
ments had risen from the east to west trade from 


$30.80 in 1949 to $62.65 in 1958, or an increase of 
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$32.57. The east to east rate had gone up from $9.33 
to $16.43 for a total of $7.10. As far as the 
province of Manitoba is concerned you have no doubt 
that we are not complaining about the incidence of the 
percentage increases, we are not concerned with whether 
or not the percentage increase is the same in various 
regions of Canada, but we are strongly contending 
what we allege to be the inequity resulting from the 
percentage increase and what it does in absolute terms. 

Ae Of course, these rates which you quote, 
in the first place they could be competitive rates in 
eastern Canada but also I think you must look at this 
that from this study -- rather, I should say first 
that from the reaction to increase you would think all 
the money obtained from an increase was got in western 
Canada, and I think this study shows that is not so, 
The revenue derived from the increase as applied in 
terms of percentage in relation to the whole, the 
revenue derived from the increase within Ontario- 
Quebec was 364 per cent and the west was 36 per cent, 
Actually the money involved was just about the same, 

THE CHAIRMAN: Mr. Roberts, to what extent 
does the taper prevent distortion? 

THE WITNESS: I am sorry, sir, to what 
extent does the taper prevent --- 

THE CHAIRMAN: Distortion? 

THE WITNESS: Well, it retains the applicatio 


of the general percentage increase, it retains the taper 


in the relative place in the rate structure, so I do not 
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think there is any distortion, The taper is based to 


a scale and the application of the increase maintains tha 


relationship, 
THE 
THE 
THE 
THE 


of reflecting 


in my estimation, in the scale. 

CHA TRMAN ¢ You maintain it is corrective? 
WITNESS: The taper? 

CHAIRMAN ¢: Yes, = the long haul. 

WITNESS : On the long haul it is a method 


internal costs 4t origin and destination 


in the rate structure on long hauls. 


MR, 


162 as one of 


MAURO: Q. You have mentioned Exhibit 


the illustrations of the fact that there 


is not any real distortion or inequity vis-a-vis 


eastern and western Canada? 


hye 


I would say that is right, sir. 
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Q. We perused exhibit No. 162 and I am 
going to give you some of our conclusions on the basis 
of that exhibit, and I suspect you may want to look 
them over and I would like your opinion, 

We take out of that exhibit that traffic 
terminating in western region has borne 52.8% of the 
additional revenue, and that is made up of line:33; 
Maritimes to west, .5; line 36, Ontario-Quebec to west, 
16.3%; line 37, west within west, 36%; total 52.8%, 

At the same time that the traffic terminating in 
western region was bearing 52.8% of the additicaed 
revenue requirements, traffic terminating in western 
region represented only 25% of the total tonnage 
within Canada, and this includes grain moving at 
statutory rates which is unloaded at Vancouver and 
Churchill. The source of those statistics, which you 
may want to check, is exhibit 154, page 2. That is 
the first comment on exhibit 162. 

Now, you have mentioned --- 

MR, SINCLAIR: I presume you want Mr, 
Roberts to look at these over the luncheon adjournment? 

MR, MAURO: Oh yes, I will put them all 
before him because they are comments on exhibit 162, 

Q% The traffic at normal rates -- since 
you mentioned that those figures of Premier Roblin may 
have been dealing with matters that were competitive 
down east, and trying to compare them with unlike 
movements in western Canada -- traffic at normal rates 


within the Maritimes; the average rate, cents per 100 
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pounds, 14¢; the percentage increase, 10.7%, which is 
line 1 in the second last column, or, an average increas 
of cents per 100 pounds within the Maritimes of 1.6¢. 

Maritimes to Ontario and Quebec, average rate 
45¢ per 100 pounds; the percentage increase as per your 
exhibit is 15.3%; average increase in cents per 100 
pounds, 6.9. 

Maritimes to West, average rate, $3.00 per 100 
pounds; increase 17%; average increase in cents, 51¢ per 
100 pounds. 

Within Ontario and Quebec, average weight 17; 
percentage increase, 143; average increase in cents per 
100 pounds, 2.5. 

Ontario«-Quebec to the Maritimes, average rate 
84; percentage increase 17%; average increase in cents, 
14.3. 

Ontario-Quebec to the West, average rate $2.61 
percentage increase, 16.4; average increase in cents per 
100 pounds, 42,8. 

Within the West, the average rate, 28; the 
increase 15%; the average increase in cents, 4.2. 

The West to Ontario and Quebec, average rate, 
163; percentage increase, 16.8%; average increase in 
cents per 100 pounds, 27.4. 

These are based on the waybill analysis of 
1959, and in case you missed some of those I will have 
them written out for you. 

The point of interest from our stand in this 


matter, Mr, Roberts, is that the Maritimes to West 
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increase is 51¢ per 100 pounds, while within the 
Maritimes it is 1.6¢, and Maritimes to Ontario and 
Quebec 7¢; and, similarly, from Ontario-Quebec our 
average increase is 42,8¢, and the next one was 14¢ 
and the lowest 2.5. That is our normal traffic, 

So that we have the complete picture we also 
have prepared similar averages from your statistics 
in exhibit 162 on competitive rates which is that 
second group in exhibit 162, "traffic at competitive 
rates", and we find that within the Maritimes the 
average rate is 17¢ per 100 pounds; the percentage 
increase was 53%; the average increase in cents, .9¢ 
per 100 pounds, 

Maritimes to Quebec and Ontario, average 
rate, 61; percentage increase 7.9; average increase in 
cents per 100 pounds; 4.8. 

Maritimes to West, we could find no record 
in the waybill analysis, and we: can make no comparison. 

MR, SINCLAIR: 1959? 

MR, MAURO: Yes, 1959; nor in 1958 could we 
find any competitive traffic from Maritimes to West. 

Within Ontario-Quebec, average rate is 25; 
percentage increase, 12.6; average increase 3.2¢. 

Ontario-Quebec to the Maritimes, average 
rate $1.08; percentage increase 4.4; average increase 
in cents 4,8. 

Ontario-Quebec to the West, average rate 
$3.88; percentage increase 7%; average increase in 


cents 27.2. 
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Within the West, average rate 13 ¢ 
percentage increase 12.3; average increase in cents 
536 

West to Quebec and Ontario, average rate 
$1.97; percentage increase .4; average increase in 
cents, .8. 

West to Maritimes, average rate $2.38; the 
increase, ,6; the average increase, 1.4¢, 

THE CHAIRMAN: You can hand these to Mr, 
Roberts and he can comment on them later, 

COMMISSIONER GOBEIL: What was the average 
increase in the West? 

MR, MAURO: On competitive? 

COMMISSIONER GOBEIL: Yes. 

MR. MAURO: 5.3 per 100 pounds. 

Q. We will discuss that after lunch, Mr. 
Roberts, and perhaps I can eonelude one aspect of this 
discussion. The C.P.R. has opposed for a considerable 
period of time any variation in the present method of 
apportioning freight rate increases by a horizontal 
percentage method? The C.P.R. has opposed any change 
in the present method? 

A, We feel the horizontal percentage 
increase method is the most equitable method. 

Q. But there are a great many people who 
feel otherwise, are they Not? 

A, Well, certainly, there are people all 
over the country that don't like the way other people 


do things. They do not like taxes, for example, but 
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this is the method, in our estimation, that is the 
most equitable for all concerned, 

Q. Did the ¢.P.R. to your knowledge appear 
before the Duncan Commission in 1926 where this method 
was discussed? 

A, Not to my knowledge, 

Q. Did you know the Duncan Commission in 
1926 considered horizontal percentage increases and 
found that they were inequitable? Did you know that? 

A, No sir, I did not know that, 

Q. Did you know that the Turgeon 
Commission considered the matter in 1950 == you knew 
that? 

A, Yes, I knew that, 

Q. And you also knew what conclusions the 
Turgeon Commission came to after giving very full 
consideration to it? | 

A, That is correct, and I know also the 
results of endeavouring to satisfy these conclusions 
by the application of percentage increases with hold- 
downs, 

A, Do you agree with the conclusion of 
the Turgeon Commission report appearing on page 61 
where they states: 

"Applications for uniform horizontal 

increases to all freight tolls assume that 
all freight can, under all conditions, bear 
an equal burden of increase. This is an 


incorrect assumption." 
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Do you as an experienced traffic man agree 
or disagree with the findings of the Turgeon Commission? 

A, I feel that the general percentage 
increase applied on all traffic, and where necessary 
adjustments made later, is the most equitable way of 
obtaining the money required under a general increase, 

Qe But do you agree or disagree with the 
conclusion of the Turgeon Commission that "Applications 
for uniform horizontal increases to all freight tolls 
assume chet all freight can, under all conditions, bear 
an equal burden of increase, This is an incorrect 
assumption."? Do you agree or disagree with that 
conelusion? 

A, I agree that they can bear an equal 
burden. 

Qe You disagree with that conclusion? 

A, I disagree with this. 

Q. And do you agree or disagree with the 
conclusion No. 2: 

"Horizontal increases, although preserving 

rate relationships percentage-wise, disturb 

them in cents per 100 pounds (or other units) 

insofar as shipments and consignees are 

concerned, and this is of much importance to 

(erase 

Do you agree or disagree with that conclusion? 

A, I agree that there is a disturbance in 
the actual difference in cents between different rates. 


Q. Do you agree or disagree that this is of 
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much importance to shippers and consignees? 

A. Well, in their estimation it may be, 
but in our estimation we at least retain their relative 
position with other people. 

Q. Oh yes, but I would like your opinion 
vis-a-vis the conclusion of the Turgeon Commission: do 
you agree with the finding of the Turgeon Commission 
that this is of much importance to consignees and 
shippers? 

A, Well, any increase is of much importance 

Q. And conclusion No, 3: 

"Horizontal increases aggrevate the 
disadvantage already suffered by long haul 
shippers and consignees" 

Do you agree or disagree with that finding? 

A, Well, I disagree with that because the 
traffic is moving long hauls. 

Q. Do you agree or-disagree with their 
four th finding: 

"The remedy does not lie in the prohibition, 

statutory or other, of horizontal increases, 

but is in the hands of the railways themselves. 

The railways should make studies of traffic 

conditions in all their bearings and should 

present to the Board, (in accordance with 

the foregoing precedents) proposals showing 

not only their maximum percentage increase 

requirement, but also, among other particulars, 


varying percentage increases on different 


ha N rassee ante bon a saxo 


ey is 7 
‘want $4 0 sommkd as a A ra: eto Bexgien “7 


a 


i | he a 
| lie Sime. alates tense! ioe meitantien ao ; 
ber eas iy O a a 


: ‘ ' aan tedto ataw aorite cq : 


95 , gy 7 _ 


vd 7 
iy  gotatac tooy evti bigow T ded ,fey +, 
| ez, ; . af, 1 
loi saetettummo) coegut sd? Wo Gebariones oth aiviacely | 
el ae es a: a 
5 wise mosareT ei To Rechte ong ae tw oo1gs BOT 
ie 
ial ‘beg abeeaiadeo o7 e: pinnae ymt gloss Yo GX, atade tat" 
caxoqqiae . 
ey sum té af eeaotont yas .f foe 7 
ie | 
“a - .oM mole fod BOA 2 ‘ 
it ssetonl Iatmoataok” : 
fwat sant ¥ ue suie epetasvbealtb 
"esensfeqos baa ateqqide 
cragthart tedd tiv savasetb 9, eexge soy of ~*- 


snuaeod cart 1 iM enumeeth I ,iiew A 
(Inad anol gatvet ef cfittacd 

dius | anal! > pOtRs voy od mm) a of. 
tanthar? ALT a 

teéiriova afd wl gti Jom seon “bowe'y ox?” ¥. 
rimcont isdavs.t sed t¢ .tadso 0 Yao rasa. 
ylemmedd exawicey ef¢ So eben off or’ at Jame 


"at ‘to eothirtva anlew bigots ayentia 


| 
* [ones bre agrigaed ctedd (la as anol 


atte soraleooss ah) ,b%s0e a od dee 


antheds aks: 0G07K arunb 9019 anton: 


.) 
a 


3 


p 


oneoy om, sgaitanet6@: ee 2 cd ke 


ae i: 
Plea 


ANGUS, STONEHOUSE & CO. LTD. Roberts, cr.ex, 17852 
TORONTO, ONTARIO (Mauro ) 


commodities, flat, instead of percentage 

increases when these are more suitable, and 

maxima in appropriate cases in cents per 100 

pounds or other unit. Special attention shoul 

be given to long haul traffic and to rates on 
basic (or primary) commodities, The railways 

Should be in a position to do this especially 

in the light of new statistical procedures, 

But if the railways do not approach the task 

in this way, it ought to be the duty of the 

Board to see that they do so, Presumably 

an examination of the 'Waybill Study! undertak n 

by the Board will help to provide it with the 

requisite ‘reliable traffic statistics' which 
it stated were lacking in the 30% application,|" 

Do you agree with that conclusion of the 
Turgeon Commission? 

A, Well, the railways accepted that 
conclusion in the next case, while not advocating that 
method, in order to carry out the. direction that 
was contained here -- or, in endeavouring to carry it 
out -- and they filedthe increase subject to certain 
hold-downs. 


THE CHAIRMAN: Offering an alternative. 


--- Luncheon adjournment --- 
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--- On resuming at 2 p.m, 


THE CHAIRMAN: Order, please, Mr. Mauro? 

MR, MAURO: Q. Mr. Roberts, did you want to 
make any particular comments or corrections on the 
figures that I put in the record? 

A, Well, your question to me was to comment 
on the -- 

Q. No, I drew attention to the various 
average increases in cents per 100 pounds on those 
commodities, and I do not imagine there is too much 
comment necessary if the figures are essentially correct. 
But, if you would like to make some comments --- 

A, They are essentially correct here, as far 
as they go. I think they should be taken a little 
further, Mr. Mauro,and ths should be examined in relatio 
to the work done, 

Now, if you take the revenue accruing for 
movements within Western Canada, and also on traffic 
originating in Ontario and Quebec destined to the West, 
add that together, along with the ton-miles on both of 
those movements, and then examine the same figures in 
relation to revenue -- that is to say, within Ontario 
and Quebec, and, from the West, Ontario and Quebec 
in relation to the ton-miles of servica performed, you 
will find, Mr. Mauro, that the service performed; that 
is to say, the number of ton-miles of service performed 
in connection with both of those movements, that the 


revenue received for that service was the same, 


‘aduainbe nis ele | - 


d thke way DED avaedo® im 0 OAR ~ a mt 


ROP... CR ho ato Le nwo We Ba nenmos vorwontaeg, ae von q 


i per vt chuooen ed? at tug D acl, seawy > 1 
a tte a) l Le ‘ nay), . 
| veining: ei on ot No kiesep HOY Aime re an ee 
2) a : 
Re aaa ve el yo Oo 
| en y ot of cotinedisa mo x ea ae wp ‘ae fo 


We £4 ay 
} i . | 
dead co abeniog COL weq see ak uoeser vent enaTe S yu 


¥ ye : ‘ ip i a 

i i f Z yo Ss Y, ! e 
Hain ort yt oft bat eat gon ob I bat ,set’ibommoo 18h 
trai P ! sume la ; 


hikes > Vitec? oesane Oe eotamlt ef? LL A ah aspom — 
atom > saoe. dolem ed gat Si wow coy, ‘ab (tet 


wR r4 eoenm YLOALSA@Cas eae vo 7s cme a 
) 2 | . ; ¥ yw | vam 

4 jeen! « coniet ed, Disote"5 coete iad lL. .% bit ey 2 i 
os | | Ley ah tun ; 
qt bearidmeae wd bison eit brie . OU inal, tm, roe aie) a 
b> , ; t , se i "ii ae é , ay 

| <oneb 3 aot att 08 

| bald | ae i ve : 
et umkwanos sorevet odd one $Oy tL tots i" he ‘ 


aon ~~?) wo of fa 2A _ BRB ery css Sm a 
; | I . , ane 
‘yoewW eng of betrttvead com 0 bas obxsto at guttaat 

fed i z 
ty) god ao sel seissiol off? athe got tosdened re 


9 
4 


| plane k: een, pet ontmete Redd bis. atnereret ei 
7 ~~ ' oil “04 


i 


; Pe 434.) 
3 apeed picts ow — ov af todd a. onm ~ ad aolis 


vi s] ‘a, i" 


gedoup oun 6 punta +08 set moth’ 


yo bow” 19 potysoe ‘to agi ta-sot bord 


“3 
rt 
ra AGA 
re 


‘J 


» 
ay 


7 
| 
~ 
c- 
4 


af 
eel 
ee 


} 35% A - 


been? tay eatrane ant tas 


a. 


ANGUS, STONEHOUSE & CO. LTD. Roberts, Gr eexz. 17854 
TORONTO, ONTARIO (Mauro) 


In other words, the ratio is that insofar as 
traffic within the West and from Ontario and Quebec to 
the West is concerned, the ratio of revenue to ton-miles 
of service performed is $1.00 for every 51 ton-miles of 
service. And if you take the same figures within Ontario 
and Quebec, plus the West to Ontario and Quebec, the 
ratio of revenue, $1.00 of revenue, to service performed 
is 50 ton-miles, So that, comparitively speaking, for 
service performed in each segments of traffic, we 
received -= the railways received the same amount of 
revenue, 

THE CHAIRMAN: It all turns on service 
performed? 

THE WITNESS: That is right, sir. 

THE CHAIRMAN; Accordingly. 

THE WITNESS: That is right, 

MR, MAURO: Q. We were discussing 1€ in the 
context of burden; actual dollars paid by various regions 
of the country. You gave us your approach to it. The 
figures are otherwise essentially correct? 

A, I accept your figures here, and my figures 
are in the record now, which represents the work we 
performed, 

THE CHAIRMAN: It is a matter for argument. 

MR, MAURO: Q. Just so that we clear up this 
morning's discussion, in reply to a question of mine of 
who recommended or proposed a flat cents per 100 pounds 
increase, you advised me it was the Brandon Chamber of 


Commerce, and I was wondering, Mr. Roberts, if you would 
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put on the record your quotation on the matter? 

A, In respect of the «<= 

Qu The cents per 100 pound type of increase. 

A, The reference for that was volume 31, page 
4883, This is what you had reference to? 

Qe Yes? 

A. "MR, BERGMAN: The city of Brandon and the 

Brandon Chamber of Commerce therefore 

respectfully submit that any further increase 

that may be imposed should be a flat amount in 

cents per hundred pounds, or fal lite this, a 

combination of a relatively smaller percentage 

increase plus a cents per hundred pounds 
increase," 

Q. dust in that context, I think in fairness 
to Mr, Bergman, I should refer you to page 4918 in the 
cross-examination by Mr. Sinclair where this appears: 

"Q, If you were shifting short haul, if you 

were an Estavan shipper shipping to Brandon 

and competing with a Drumheller shipper shippin 
to Brandon, then the situation would be one in 
which percentage increases would be the method 
you would expect them to support, wouldn't it? 

A. Well, the approach we are trying to make 

because we are new in this business is the fact 

we want to suggest somthing that cannot be 
interpreted as being greedy for us, but 
something that would improve the situation to 


the benefit of everybody. We feel there is 
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going to be some disadvantage, and I can only 
speak of a principle, 

Q. There is going to be some disadvantage, 
and with the information you have you feel 
that the 50-50 suggestion of the Premier of 
Manitoba seems to assist Brandon? 

A. I am fairly convinced that is the most 


acceptable solution available yet." 
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THE CHAIRMAN: That was about 11 o'clock at 
night. 

MR. MAURO: Yes. He mentioned a little earlier, 
"I don't know whether it is too late for me, but I just 

didn't get that." 

I think it was a little late for all of us, 

Mr, Chairman, It was about 11:30, 

Q. Mr. Roberts, before luncheon adjournment, 
we were discussing this matter of horizontal percentage 
increases, and the position of the Canadian Pacific 
Railway that it was by far the most equitable and efficien 
manner of putting on general freight increases, and I 
touched on the report of the Duncan Commission in 1926, 
who reported against this type of freight rate increase, 
and subsequently in 1949-51 the Turgeon Commission's 
position on this matter. 

And we are, now, in 1959-60 discussing the 
Same problem, I wonder in this context of who is 
supporting and who is opposed to this method of freight 
increases during this Royal Commission, did anyone in 
the Maritime region support horizontal percentage increase 
as a method of increasing freight rates? 

MR, SINCLAIR: I object to this, Mr. Chairman. 

I do not think he should analyze the whole record, I 
would think the people in the Maritimes in favour of 
horizontal percentage increases will have relied upon 
myself and Mr. McDonald. Or, if Mr. McDonald does not 
want to associate himself with me on that, they could 
have relied upon myself. 


THE CHAIRMAN: I think the records speak for 
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itself. 

MR, MAURO Q, It is important in this way. 
We have the C.P.R. adopting the position that it is the 
best method. Do you from your own personal wap vind at ox 
from what you have been told, Mr. Roberts, know of any-= 
one in the Maritime Provinces, shippers or consignees 
who have supported the horizontal percentage increases? 

A, No, sir. 

Qo In the Province of Quebec? 

A, Quebec has not made a submission, 

Q. | There was a submission. But, you do not 
know of any? 

A, No, 

Q. How about Province of Ontario? 

A, Wo, sir. 

Q. Manitoba? 

A. No, sir, 

Qo Saskatchewan? 

A, Saskatchewan, as I recall it, sir, said 
that while increases, as we both agree, because of 
changing conditions are necessary, they felt that so 
far as they were concerned they could not think of any 
other more equitable way of obtaining the additional 
money necessary. 

Q. Your understanding of Saskatchewan's 
position is that Saskatchewan is supporting the present 
method because they do not have any better alternative? 

A,. Yes, that is right. 


Q. How about the Province of Alberta? 
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A, No, sir, 

Q. How about British Columbia? 

A. No, sir, not to my knowledge, 

Q. We might have some opinions on that, and 
we will let Mr. Carter discuss that with you as to 
Saskatchewan, But, leaving out Saskatchewan, the Canadian 
Pacific Railways to date is the only party who has, to 
your knowledge, come before this Commission and supported 
the continuation of horizontal percentage increases? 

A, Well, sir, it is not quite right to say 
that we are the only ones that have supported it, in this 
way: that we have to the best of our ability analysed 
various methods, and from the result of that analysis, we 
have reached the conclusion that the horizontal percentage 
increase method is the most equitable way of doing it. 

Q. But in the grouping of references that I 
have made, the Duncan Commission, the Turgeon Commission, 
and, now, before this Commission, the Maritimes, Quebec, 
Ontario, Manitoba, Alberta and British eines #- in all 
those representations to this Commission and past 
Commissions, the C.P.R. is the only one, to your 
knowledge? 

MR, SINCLAIR: Well, Mr. Chairman, of course, 

I think my friend would want to be fair and say that not- 
withstanding the representations that have gone down 
through these years by these people, the tribunal that is 
responsible, the Board of Transport Commissioners, have 
supported it after full opportunities and have implemented 


it. Now, I think that is maybe the best support that 
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Canadian Pacific needs, 

MR, MAURO: I do not want to restrict my 
learned friend either in re-examination or argument, 
but I do not think I am being unfair, 

Q. - Mr. Roberts, if there is anything you 
want to add or anything you want to talk over with your 
counsel, in case you want to add anything, I will give 
you the opportunity to do it, 

We will go back to the evidence presented to 
this Commission, The C.P.RK., to your knowledge, is 
the only one supporting the continuation? 

A, In the representations made to this 
Commission, yes, 

Qs Then that is why, at page 16 of your brief, 
Mr. Roberts, when you are discussing this matter of 
horizontal percentage increases, even in the light of 
what the Duncan Commission, the Turgeon Commission, and 
all the provinces of Canada have said on this matter, 
at the same time this statement appears: 

"These statements are obviously made with a lack of 
understanding of the freight rate structure, 
because, as I have said already, distance is 

a factor in rate making". 

The C.P.R. feels that there is this lack of 


t 


understanding? 


A, Well, our position is that you must take 
the distance factors and the work performed into 


consideration. 


Q. Now, I want -- you would not for a minute 
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doubt that the Duncan Commission and the Turgeon 
Commission ten years ago took into consideration all of 
the facts that the able counsel of the Canadian Pacific 
Railway and the excellent witnesses that the Canadian 
Pacific Railway would call to place before it -- but, 
just dealing with this Royal Commission, Mr. Roberts, 

and with the Province of Manitoba, are you suggesting tha 
the Province of Manitoba's advisers have a lack of 
understanding of the freight rate structure? 

A, Well, they do not have the day to day 
dealings with the freight rate structure that the 
railway officers have themselves, 

Q. Do you seriously place before this 
Commission, Mr, Roberts, the statement that the advisers 
and counsellors of the Province of Manitoba in presenting 
this evidence of horizontal increases lack understanding 
of the freight rate structure? 

A, They understand the freight rate structure 
but not the workings of the freight rate structure, sir, 
because they are not dealing with the problems involved 
in the freight rate structure from day to day. 

Q. And what about the Maritime Transportation 
Commission? Do you think that they lack an understanding 
of the freight rate structure? 

A, Well, they understand the freight rate 
structure insofar as the Maritimes are concerned, but 
we are looking at the freight rate structure as a whole, 
sir. 


Q. Now, the balance of that statement is: 
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"...a8 I have said already, distance is a 

factor in rate making". 

Do you for one moment think, or are you 
seriously telling this Commission that the advisers of 
the Province of Manitoba are unaware that distance is 
a factor in rate making? 

4, They are aware of that fact, that distance 
is a factor in rate making. 

Q. Certainly, certainly they are aware of 
that fact, Mr. Roberts, 

And, .then, Mr, Roberts, could you point out 
anywhere in the recommendation of the Province of 
Manitoba where the distance factor in rate making is 
either denied or ignored? 

MR, SINCLAIR: Well, again, Mr, Chairman, I 
would say that that is surely a matter for counsel to 
deal with. If he is going to analyse the record of 
Manitoba; if my friend wants a reference, I think I 
ake turn one up for him, 

MR, MAURO: Maybe my learned friend can, and 
that would be of assistance, but does the witness know? 

MR, SINCLAIR: He is not dealing with the 
whole record, That is my responsibility. 

MR, MAURO: Q. ‘The recommendation of the 
Province of Manitoba is before the witness and perhaps 
Mr. Edsforth will deal with it. And, if that is the 
case, Mr. Roberts, we know each other well enough that 
is all you have to tell me, But, I am asking you in 


your perusal of the Manitoba recommendations, is there 
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anything that led you to believe that the distance 
factor in rate making was being denied or ignored? 

A, Well, as you say, Mr. Edsforth will deal 
with the brief of Manitoba as it was presented, but at 
the same time, Mr. Mauro, insofar as the set figure of 
so many cents per 100 pounds is a part of the Manitoba 
submission, wel] then, I say that distance is ignored 
to that extent, 

Q. Even if the degree of the reflection of 
cents per 100 pounds is purely reflecting terminal costs? 

A Well then, if you are going to talk about 
terminal costs, Mr. Mauro, you must -- and, particularly 
with traffic, the long haul traffic, as you designate it, 
moving to Western Canada -~- well, there is more than the 
origin terminal and the destination terminal involved. 
There are a number of terminals, and these factors 
certainly enter into consideration. 

Q. They will, then. You could, if you can 
once segregate or accurately estimate terminal cost as 
opposed to line haul cost, The fact that you put on a 
flat cents per 100 pounds, Mr. Roberts, to reflect its 
terminal cost is not denying the distance factor in 
rate making? 

A, Well, Mr. Mauro, I think the farther you 
go in distance on the railway, including thesd terminals 
on the way, it is my submission that the percentage 
increase in total would yore properly refledt the 
service performed. 
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going to deal more specifically with the Manitoba 
proposal? 

MR, SINCLAIR: Just a minute. What Mr. 
Edsforth is going to do is what I am ask him to do, and 
I do not know whether he is going to deal with that or 
not, or whether it will be dealt with in argument. I 
think we have to wait on this basis and see what Mr, 
Edsforth says, if my friend does not mind, 

MR, MAURO: Q. Now, Mr. Roberts, if you will 
turn to page 33 of your paper, the last paragraph on 
that page: | 

"Basically the 50/50 increase method requires 
considerable statistical information which is 
not readily available and would be expensive 
to compile. It does not give due weight to 
traffic characteristics, value and length of 
haul," 

I wonder whether you could say or enumerate 
briefly the major traffic characteristics that a rate 
must reflect? 

A, Well, 14t does not differentiate -- 

Q. Just give me the traffic characteristics. 

A, The type of traffic itself; that is to 
say, the sand and gravel versus apples or verSus 
refrigerators, 

Q, And you say the present horizontal 
method does reflect these traffic characteristics? 

A, It certainly does, sir. 
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formula would fail to give similar weight to these 
traffic characteristics? 

A, By reason of the flat increase, which is 
a portion of the submission. 

Q. Have you made a study of the Manitoba 
submission, Mr. Roberts; the submission that we presented 
here with the modifications? 

A, Have I made a study of it, sir? 

Qe Yes? 

A. I have not made a study of this, no, 

Q. But you are suggesting that the horizontal 
percentage method does reflect these traffic characteristics: 

A, It does. Of course it does, because it 
is applied to the rate that is moving the traffic 
proportionately. 

Q. If we could go forward and demonstrate 
to this Commission that the Manitoba formula reflects 
in similar degree the major traffic characteristics that 
the horizontal percentage ncn: apparently so far as 
you are concerned, does reflect them, you would be 
satisfied? 

A. If it reflects the traffic characteristics), 

Q. If it reflects the traffic characteristics}, 

Your next item is value, How does the 
implementation of the Manitoba formula deny the 
importance of value in imposing future increases? 

A, In the same respect, Mr. Mauro, that it 
does not give any weight to whether you are moving 


sand or gravel or refrigerators. 
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Q. Again, you can say that with what you 
know of the Manitoba proposal, but you have not studied 
Lt? 

A, That is right. 

THE CHAIRMAN: You know the formula? 

MR, SINCLAIR: I think the position is that 
Mr. Roberts! evidence is addressed solely to the 
proposal as it was advanced by Premier Roblin and does 
not take into account the modifications and the change 
in it that was brought out in the evidence that was put 
in here, because Mr, Premier Roblin put it on a 50-50 
basis and that is not necessarily the basis it is on 
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MR. MAURO: Q. And then your third factor, 
Mr. Roberts, is length of haul, and again my question is, 
in what way does the Manitoba formula deny the true 
importance of length of haul in regulating future rate 
increases? 

Ay Again I say because of the flat cents per 
hundred pounds portion of the submission. 

Q. On page 34 we are still talking about the 
50/50 method and you say that it padi a greater 
proportion of burdenm the short haul traffic and on 
low rated traffic. Once more I would like to know in 
what way the Manitoba proposal could place a dispro- 
portionate portion of short haul since it is reflected 
in terminal and line haul costs? 

A. Certainly it would impede the movement of 
the traffic by applying to a fate of 15 cents per hundre 
pounds an increase of, say, five cents a hundred pounds 
and 5 per cent, 

Q Well, we were rather taken with the 
interest of this Commission, and certainly the railways, 
in wanting something more than a theory and seeing the 
specifics of our proposal and -=- we thought we could 
in preparing an exhibit, whichis No, 153D. This I 
am advised represents approximately three-quarters of 
the total traffic set out in the Waybill Analysis and 
our transportation commission has applied the Manitoba 
formula under a straight 20 per cent increase, Now, 
to begin with, would you agree the 20 per cent increase 


is a fairly substantial one? 
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A. It is a substantial increase, 

Q. If this was less than 20 per cent these 
figures would of course reflect the lesser amount? 

A. That is right. 

Q. Now, over on the far right hand column’ 
under the heading --- 

THE CHAIRMAN: I could not prove that. 

MR, MAURO: It is already in, Exhibit 153D 
of the Manitoba submission, Over in the right hand 
. cOlumn .appears the difference by applying the Manitoba 
formula in place of the straight 20 per seateinereaaet 

MR, SINCLAIR: I had anticipated this line 
of questioning and this is one of the things Mr. 
Edsforth will deal with, Perhaps my friend would rathe 
put questions to Mr. Edsforth and not to Mr. Roberts, 
because we do not agree with the calculations and will 
show why. I hope to hand to my friend in advance, 
tonight, a recalculation so that he can check it. 

MR, MAURO: I think I would still like to 
put this question to Mr. Roberts, subject to Mr. 
Edsforth proving that our figures are wrong. 

MR, SINCLAIR: I am not saying all the ‘figures 
are wrong, J am saying we have a recalculation. 

MR, MAURO: Q. Could you point out which 
one of those increases under the Manitoba formula 
places a disproportionate burden on the short haul 
traffic? In the case of copper, nickel and ore 
concentrate it would go up .46, under the Manitoba 


formula, 1.3 percent, or an increase under the Manitoba 
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2 formula of .7 cents, Is that one of the low rated or 
3 short haul sommodites that you feel would be bearing 


4! a disproportionate share under the Manitoba formula? 


5 A, It is that type of traffic,all right. 
6 Q. And you feel that this increase --- 
7 A. This is one movement, and you would have 


8 to look at all of them, 

9 Q. Just down there to about =-- it only gets 
10/ up to about 1.8, generally speaking, in the increases 
11! and then it tends to fall off and stabilize itself 

12| and fall off in the long haul high rated oh ro ob 

13 A. Yes, Well, Mr. Mauro, you would also 
14 have to examine other factors that enter into arriving 
15| at the formula, That is my answer to that. 

16 @. I notice on the same page, page 34, 


17 towards the end of the pages: 


18 ". . » but to increase to a greater degree 
19 than other traffic certainly would bring 
20 forth many complaints," 


21 You are discussing the low rated heavy loading com- 

22 modities and if there is any increase they bring forth 
23 many complaints. - Has the present horizontal increase 
24 tended to bring complaints? 

25 | A. Well, there have been complaints because 
26 naturally there @lways ar® whem you have an increase 

27 in rates. We have met with people concerned and 

28 where it was necessary to move the traffic we have 


29 made it. 


30 Q. There have been plenty of complaints under 
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the horizontal method of increase? 

A. Certainly, and there will always be 
complaints on increases, 

Q. Well, can you consider that there has 
been one really quiet moment since the Second World War 
on general revenue cases because of these horizontal 
percentage increases? 

A. Well, not because of complaints because 
it has been necessary for us to obtain additional revenu 
through increases in costs. 

Q. What was the major complaint of the 
provinces in the last general revenue case, the 17% 
case? 

A. Well, Mr. Mauro, we have always heard 
from the western provinces --- 

Q. What about the maritime provinces? 

Ax And the maritime provinces also have 
complained, the provinces themselves. However, the 
people we deal with from day to day, we make the 
adjustments we feel are justified in order to move the 
traffic. 

Q. And we expect under this new formula, 
if the Manitoba formula were instituted you would make 
the same day to day adjustments with your shippers? 

A. We would have to, but we think there 
would be more adjustments because of the method of 
applying the increase because people would think they 
were being unfairly treated. 


Q. On page 35, we are not talking of the 
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Manitoba proposal, you say: 

"The 50/50 method of increase does not 

meet the tests which I referred to earlier 

as controlling the method to be applied 

in general revenue cases," 

Now, for my own purposes I have numbered these, and 
No. 1 is that it is not practical and is unfair to 
shippers and railways alike. I suggest to you that 
the present method of horizontal percentage increase 
has proven impractical and grossly unfair? 

A. I do not agree with you. 

Q. The next one is that it is unfair to the 
short haul shipper. I suggest to you the present 
method of horizontal percentage increase is unfair to 
the short haul shipper? 

As No, sir. 

Q. No. 3 is it places an undue burden on 
low rated traffic. I suggest the present method place 
a burden on high rated and captive traffic? 

A. I do not agree with you. 

Q. The fourth point is that it necessarily 
brings about conflicts. I suggest to you it has 
resulted in consistent and unnecessary conflict from 
1946 up to this Royal Commission? 

Ce No, This 50/50 method would bring 
more conflict with shippers. 

Q. Your fifth point here is that it would 
seriously hamper the expeditious handling of general 


revenue cases. I suggest that our method, far from 
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hampering expeditious handling of general revenue cases 
would, in fact, expedite hearings since in the recent 
cases it has not been the amount of the increase but 
the method of applying it? 

A. I think you would hear from people 
applying a part flat increase and part flat percentage. 

THE CHAIRMAN: It is apparent there is a 
difference of opinion between counsel and the witness, 

MR, MAURO: Q. That always makes for some 
keen discussion, especially with a man of Mr, Roberts’ 
standing. 

The sixth point is that it would result in 
the increase not being applied propor tionately or 
evenly and thus would disturb the basic freight rate 
structure, I suggest our method would more accurately 
reflect the proportion of increased costs between 
terminal and line haul which would have necessitated 
the increase? 

A. I do not think it would result in a 
proportionate application of the increases at all. 

Qo It would distort the basic freight 
rate structure, I suggest, far from that, it would tend 
to preserve the basic equality in the freight rate 
structure? 

Acs No, it would distort it. 

oF I notice on page 36 you say: 

"Tt believes that any method of general 

increase which can be applied which is not 


on the horizontal percentage increase method, 
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will adversely affect low rated heavy 

loading commodities, short haul shippers 

and railways." 

My only point, which I trust you will agree with, is 
that this Commission must also be concerned with the 
adverse effect of the present method of high rated 
commodities and the long haul shipper? 

A. Well, the Commission must consider all 
aspects, but we feel that the application of any other 
method would have that impact on the short haul shipper. 

Q. Now, the next point I would tice to deal 
with is this matter of just and reasonable rates, As 
I understand your submission, and I think it is the 
position of the Board of Transport Commissioners, a 
just and reasonable rate is a rate which returns its 
variable costs? 

A. Plus something. 

Q. Well, now, at page 48 you say: 

"A just and reasonable freight rate is one 

that has variable cost as the floor or 

minimum," 
Now, in other words, if a shipper complained either to 
you or the Board of Transport Commissioners, as I read 
that statement, if you could show that the freight rate 
being complained about returned your variable cost, in 
other words, that it must not be low, that if it did 
not return its variable costs it would be deemed to 


be a just and reasonable rate? 


AD Well, to my way of thinking, and perhaps 
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I did not express myself properly here, but certainly 
I want something above this floor, I mean, the floor 
is the danger signal below which I will not go and I 
need something more than that for my services, 

Q. This is a point I just want to clarify it lfc 
this Commission, because we have heard an awful lot 
about just and reasonable and we now have a statement 
from an authority on this matter who is dealing with 
these rates from day to day, you are now telling us 
that while a rate that returns your variable cost is 
just and reasonable you, as a traffic manager, want 
something a little bit above just and reasonable? 

A. Well, I do not know of any rate that 
would be in the structure that is at the varidble 
cost, at the floor, Our rate makes a contribution 
over the floor, the cost of performing the service, 
and that is what we must seek. 

Q. I am not trying to trick you into 
anything, as if I could, but the point is -- for instance, 
you had the "At and East" grain rates and you have 
told us some of them are perhaps not compensatory? 

As Right. 

Q. Now, could bringing this up to your 
variable cost, if you could bring this right up to 
variable cost, which includes the cost of money and 
depreciation, variable cost is a certain satisfactory 
level of rate, and if you brought these rates up to 
that level according to what you have said on page 48 


this floor or minimum is the test of just and reasonabl¢? 
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A. Well, of course, even if we carry the 
traffic, if we set the floor as being proper for a 
just and reasonable rate then it would not be just 
and reasonable in so far as the shipper is concerned 
because that traffic would not be contributing any- 
thing. 

COMMISSIONER GOBEIL: Would you not have 
used that sentence because, the way I understand it, 
it is what the Board of Transport Commissioners con- 
sider as compensatory? 

THE WITNESS: Well, the Board of —e 
Commissioners would be the judge of the just and 
reasonable rate, 

COMMISSIONER GOBEIL: All right, but when 
they talk of a compensatory rate, it is not a rate 
which meets variable cost? 

THE WITNESS: It meets the variable cost 
plus something. 

THE CHAIRMAN: You must live? 

THE WITNESS : Absolutely. 

MR, MAURO: Q. But under that class it was 
your statement that a just and reasonable freight rate 
is one that has variable cost as the floor or minimum, 
Now, do you have any upper level of just and reasonable, 
for instance, if a. rate returned twice its variable 
cost, how much just and reasonable would that be? 

Is it a really just rate? 
A. The justness and the reasonableness 


f 
would be the ability to flove the traffic freely to 
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maximize the railways' revenues. 

Qe That would have nothing to do with 
whether it was just and reasonable because if it was 
just returning its variable cost it would be just and 
reasonable as far as you are concerned? 

A. Well, just and reasonable with the 
variable cost as a floor, as I say, in my day to day 
work I expect a contribution from the traffic we 
handle. 

COMMISSIGNER ANSCOMBs: May I interject 
here and ask a question? - This is very confusing for 
a business fellow and I just want to see what it is 
all about. it is just and reasonable, to’wha as you 
express it in these two lines, 

THE WITNESS: Well, it works both ways, 
it works just and reasonable to the shippers in 
Canada and just and reasonable to the railways. 

COMMISSIONER ANSCOMBe Well, then, may I 
ask you this: if you did your whole business on that 
basis how long would you be in business? 

THE WITNESS: We would not be in business, 

COMMISSIONER ANSCOMB: Thank you very much, 
that is what I wanted to know. 

MR. MAURO: Q. Finally, on page 37 this 
statement appears: 

"The second is that because of increasing 

competition, the contribution which the 

higher rated traffic has been making in 


the past to the lower rated traffic is not 
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now possible and low rated traffic must 

now carry more nearly its proportion of 

total cost." 
So, Mr. Roberts, I would expect that you and the 
Canadian Pacific Railway would agree and support any 
method that would result in the low rated traffic 
carrying more nearly its proportiond total cost? 

A. We are endeavouring to come to that 
conclusion that it carries --- 

Q. But you would support any method which 
could more equitably proportion the proper total cost? 

A. If it was a moving application without 
a loss of traffic. 

Q.. And you are willing to go along with 
this Commission in their deliberations and their de- 
cisions on what they think can better achieve this 
proportionate distribution of total cost? 

THE CHAIRMAN: This Commission can only 
recommend, 

MR, MAURO: That is all we would expect the 
Commission to do, We do not want to take away from 
you your right of appeal. 

MR, SINCLAIR: At “least we generally give 
notice and let the other side appear, and there are 
people who have not always done that, and I have in 
mind demurrage. 

MR. MAURO: Thank you very much. 

THE CHAIRMAN: Mr. Carter. 


MR. CARTER: - Mr. Chairman, Mr. Gordon Blair 
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is here and has one or two questions he would like to 
put to Mr. Roberts. As far as I am concerned it is 
satisfactory to let Mr. Blair precede me at this 
point. 

THE CHAIRMAN: Very well. Mr. Blair? 

Mr. BLAIR: Mr. Chairman, I regret I am only 
an occasional visitor at these proceedings. 

THE CHAIRMAN: We are always very glad to 


see you. 


CROSS-EXAMINATION BY MR. BLAIR: 
Q. If I direct any questions which have 
been dealt with by other counsel I will have to ask 
the indulgence of the Commission, I have not got 
a transcript before me, but I do intend to refer to 
the submission of the Canadian Pacific Railway entitled 
"Rate Changes in General Revenue Cases." This is 
a summary of your evidence, is it not? 


A. That is right. 
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Q. Mr. Roberts, first of all I would like 
to direct your attention to page 4 of the summary, in 
the bottom part of the first paragraph, where you say, 
"Nothing is clearer than that jurisdiction of the Board 
of Transport Commissioners is not that of an economic 
planning board." What, precisely, do you have in mind 
in making that statement? 

A, Well, I had in mind there the fact that 
the Board of Transport Commissioners through the medium 
of the freight rates might apportion the markets of this 
country to different areas of this country. | 

Q. Well, are you suggesting that a decision 
of the Board of Transport Commissioners does not have an 
economic effect? 

A} So long as the decision of the Board of 
Transport Commissioners is equitable and it applies so 
far as all shippers are concerned, it does not have that 
effect at all. 

dQ, What sort of things do you think the Board 
of Transport Commissioners should not consider if it is 
not to be an economic planning board? 

A, It should not, for example, consider the 
wages of one man's operations, the land tax that he pays; 
these are all factors that enter into the operation of 
a business, 

Q, Do you think the Board of Transport 
Commissioners should give consideration to the position 
of competing commodities as, for example, different forms 


of energy and their ability to penetrate particular 
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markets? 

AY The different forms of energy? 

Q. Such as coal or natural gas or oil? 

A, Well, so long as each is in its natural 
place in the rate structure, then I do not think there 
can be any quarrel between themselves, 

Q. What if certain commodities are not 
transported by rail -- and I have in mind particularly 
natural gag and petroleum, which are substantially 
transported by pipeline? Do you think the Board of 
Transport Commissioners should give any consideration 
to the cost of those commodities and the cost of their 
transportation in considering the cost of transporting 
other forms of energy such as coal? 

A, Well, that would be a competitive 
situation -= crude oil moving by pipeline versus coal 
maving by rail, and we have, ourselves, met situations 
like that. 

Q. If the railways do not choose to treat 
this as a competitive situation, would you think it 
proper or improper for the Board of Transport 
Commissioners to consider this in deciding what the 
level of particular rates should be? 

A, I think the ramifications of a question 
like that are pretty great, Mr. Blair. The Board of 
Transport Commissioners deals with transportation, When 
any competitive situation arises, the railways may meet 


this situation if they can make money. 
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basic question -~ if the railways do not choose to 
consider it a competitive situation, then would you 
consider it not the duty of the Board of Transport 
Commissioners to give consideration to the competing 
aspects of these different forms of energy in a market? 
‘A, You mean that the Board should decide where 
the railways should meet competition and where they should 
not? I do not think that is proper, 
Q. If the railways and the Board choose not 
to give consideration to these factors, are they not then 
making a positive economic decision by their very omission 
A, | Mr, Blair, it may not be possibie for the 
railways to meet the situation, It may not be possible 
for the railways to meet the situation. 
Q. We are not at this stage so concerned with 
the possibility of the railways meeting the situation, | 
I am dealing with what the Board should do == what the 
jurisdiotion of the Board should be? 

A, I think, Mr, Blair, that the jurisdietion 
ef the Board as it is presently constituted as far as 
normal rates are concerned is sufficient. The railways 
should be able, themselves, to meet competition where 
and as it arises, 

Q. And you do not think that the Board should 
give consideration to the fact that other forms of 
fuel or energy which may be moving other than by rail do 
ohallenge the market of coal or other commodities which 


move by rail? —-— | 
A, Likewise, they should give consideration 
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to fresh apples versus canned apples. 

q. And you do not think that by failing to 
take these factors into consideration that they, in 
effect, make economic decisions? 

A, I say that so far as competition is 
concerned, we should be left to make up our own minds. 

Q. I hear that, but I am talking of the 
jurisdiction of the Board, 

A, Well, I think that is my answer to you, 
that the railways should be able to make up their own 
minds insofar as competition is concerned, | 

GD And all of these larger matters of 
competition between different types of commodities, that 
is not the business of the Board -- is that your answer? 

A, Well then -- this is a federal body, and 
it would be interfering, in my estimation, in the working 
of a normal business. Why should it be any different 
from the automobile manufacturer or the apple grower, 
or any other industry like that? Why sfiould there be 
any difference so far as the railways are concerned? 

MR, SINCLAIR: You should not be asking learned 
coupsel questions, Mr. Roberts. 

MR, BLAIR: Q. Mr. Roberts, you apparently 
are of the opinion that it is not the business of the 
Board of Transport Commissioners and should not be the 
business of the Board of Transport Commissioners to 
concern itself with whether or not a particular 
commodity will be unable to reach a market in 


competition with other commodities which might be carrie 
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by other methods than railway? 

A, I think it is up to the railways to meet 
competitive situations themselves, 

e. Mr. Roberts, dealing with page 7 of your 
brief, in the fourth full paragraph you state, "For 
shippers, it must not be an attempt to offset economic 
or geographic advantages or dtderentaeed It must not 
favour a shipper of one commodity over the shipper of 
a competing product." What do you mean by that? 

A, Well, the increase must be applied 
proportionately to the rates that are moving the 
traffic at the time the increase is applied. 

G. Are you aware of any rates now which 
might give a geographic advantage to one shipper over 
another shipper? 

A, No. 

Q. You say there is no such a rate in 
existence at the moment? 

A, Not normal rates, You are representing 
the Lignite Coal Dealers Association, are you. Well, 
of course, your question is in respect of Lignite Coal 
-- the increase applied to lignite coal versus the 
increase applied to Alberta coal. In other words, it 
applies to all forms of coal regardless. 

Q. Would you consider that the pattern of 
increase which has occurred since the war has conferred 
a geographic disadvantage on the lignite coal producers? 

A. Well, of course, basically the rates on 


coal from Saskatchewan are on a lower basis than the rate 
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from Alberta, 

Q. But you would not think the fact that 
flat cents per ton increases have been applied to a 
low priced commodity moving over a short distance places 
that commodity at a disadvantage? 

A, We have already stated -- I stated this 
to Mr. Brazier yesterday -=- that we are in favour of 
an overall percentage increase, and in each decision of 
the Board, as you know, there has been a flat increase 
on coal, 

Q- I would like to direct your attention 
now to pages 25 and 26, the first full paragraph on 
page 25, which reads in part as follows, "A practical 
experience demonstrated to the Board that attempting to 
make exceptions in a general revenue case only leads to 
conflict of interests, an unfair burden on some shippers 
and the preferment of others and generally unsatisfactor 
conditions obtaining all around." Do I take it from 
that you are not in favour of having special interests 
of any particular commodity considered in a general 
revenue case? 

A, I -have said so far as I am concerned 
the horizontal increase is the most equitable way of 
obtaining the increased revenue necessary. 

Q. I do not quite hear your answer to my 
main question, Do you think there is room in a general 
revenue case for the consideration of the position of 


particular commodities? 


A, Well, if there was room for consideration 
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such as that, if they were heard, I think we would never 
get out of the Court Room, sir, The fairest method of 
applying an increase is to apply it generally and then, 
wherever it is necessary remove whatever is necessary 

to keep the traffic moving. 

Q. Are you of the opinion that the remedies 
given by the present law to particular shippers are 
fully effective in permitting them to make complaints 
against the level of rates applicable to their products? 

A, Well, they have recourse to the Board of 
Transport Commissioners, sir, whenever they feel they 
are being unfairly treated, 

Q. Ame you familiar for example with the 
long history of lignite Coal complaints to the Board of 
Transport Commissioners? 

A, Well, of course -- you mean each general 
revenue case? In each general revenue case? 

Q. Are you aware of the fact that at one 
stage they were advised in a general revenue case this 
was not an appropriate form for their complaint? 

is I do not know those words were used 
exactly, but it was suggested that if they felt that 
some adjustment was necessary they should apply to the 
railways, and if they could not get satisfaction then, 
they had recourse to the Board. 

Q. Are you aware that after this happened 
they did, in fact, make an application to the Board 
of Transport Commissioners for an adjustment of their 


rates and were advised in the last analysis that it 
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involved such a wide consideration of competing 
products that it could not be considered? 

A, The only occasion I know of, that I have 
been involved in, Mr. Blair, was the question of a rate 
to Brandon for the thermal heating plant there which was 
brought up during a general revenue case and an agreed 
charge was subsequently entered into to move that traffi 
and to enable the Saskatchewan lignite producers to sell 
some of their coal to the Manitoba hydro. 

MR, SINCLAIR: That was not raised by the 
lignite people. That was raised by a witness from the 
Province of Manitoba =-=- a member of the Manitoba Hydro- 
Electric Commission, What Mr. Blair is referring to 
is another matter, 

MR, BLAIR: Q, You are not able to answer my 
question as to whether or not this particular industry, 
which has perhaps come to the Board of Transport 
Commissioners more than any other, has been able within 
the present rules to achieve a proper consideration of 
its position? 

A, Well, I have no knowledge of any formal 
complaints or hearings in connection with those rates, 

Q. And if you made the statement, which I 
am sure you intended to make, in your evidence that 
these particular complaints should not be considered 
in connection with a general revenue case, you did not 
have present in your mind the position of the Lignite 
interests when you made that statement? 


pes I am sorry I did not follow that. 
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G. As I understand it, you are saying that 
the position of particular commodities should not be 
considered in connection with a general revenue case? 

A, Well, as I have said before, they do 
have recourse to the Board, 

Q. But in making that statement and in 
suggesting that they do have recourse to the Board, 
you did not have in mind the history of this one 
industry which it has been demonstrated was not able to 
have a proper hearing before the Board? 

MR, SINCLAIR: Counsel, of course, has made 
that statement, that they were not able to have a proper 
hearing before the Board, They were represented in one 
hearing, to my knowledge, by counsel who, I am sure, 
made certain they had a fair hearing before the Board, 
and I recall that situation quite vividly, and he may 
not be the counsel that is now acting for them, but he 
was of such experience and ability that I am sure he 
was able to present their case with force and have it 
considered, 

MR, BLAIR: Well, of course, the events Mr, 
Sinclair refers to are well known, and I am never sure 
whether Mr. Sinclair is arguing or giving evidence. Has 
he been sworn? 

MR, SINCLAIR: I think certain members of the 
Commission could take judicial notice of the fact I 
have just brought to their attention; it is so well 


known, 


MR, BLAIR: Q., Mr. Roberts, I would like to 
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direct your attention to page 28 of the evidence, and 
to save your time and the Commission's time, I would 
like you to briefly read the paragraph in the middle 
of the page beginning, "Notwithstanding what I have 
mentioned ..." 

A, "Notwithstanding what I have mentioned 

concerning the somewhat limited length of 

haul and value range in coal, the fact that 
flat increases have been applied to this 
commodity has caused complaints from the 
lignite producers in Saskatchewan," 

Q. And the following sentence? 

A, "This has resulted in conflict between 

these producers and the Alberta producers of 

bituminous amd semi-bituminous coal which has 
been in issue before the Board of Transport 

Commissioners," 

Q. Mr. Roberts, you have been in attendance 
at many of these meetings and hearings: do you really 
think this is the basis of complaint which the lignite 
producers have made ovew the years, or is it not the 
case that their complaint has been directed at the 
increasing competition of natural gas and that they 
have sought some form of relief from the Board to enable 
them to meet natural gas competition? 

A, I do not recall that specifically, Mr. 
Blair, no. 

Q. You are unaware of this evidence? 


A, I do not recall that. 
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Qe. In the decision of the Board of Transport 
Commissioners which was dated December 27, 1957, the 
followings appears: 

"With regard to lignite coal it was submitted 

in the further argument that the Board should 

give consideration to an exception in this 
article for two reasons: one that it is an 
extremely low valued article on which the 
shippers have only been able to raise the 

Selling price during the past ten years by 

10¢ a ton; and second that the industry is 

facing a new condition of serious importance 
owing to the immediate threat of competition 
of natural gas. So long as the rates are 
just and reasonable in and of themselves, the 
second reason is not one that the Board can 
take into consideration", and so on, 

Having regard to that judgment can you not 
recall that the question of the competition from 
natural gas was raised as a major consideration in 
these hearings related to lignite coal? 

A, I honestly cannot remember it being 
raised as a major issue, It must have been, in view 
of the remarks of the Board here. 

Qa. Are you satisfied still that the question 
of competition from natural gas carried by pipeline is 
something which should not be considered by the Board 
in considering the rates applicable to another form of 


energy such as coal? 
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A, I do not know where situations like that 
would end. I feel it is the railways’ prerogative to 
meet competitive situations as and when they find them 
and to the best of their ability, 

Qo. And would you not agree that in recent 
years the question of coal as it has been discussed 
before the Board of Transport Commissioners, and before 
this Royal Commission, has been discussed in terms of 
competition with natural gas and oil and not with other 
forms of coal? 

Be, It has been discussed with the railways 
in those terms because reductions in rates have been 
made from time to time to meet competition of fuel oil, 
for example, 

Q. I would now ask you whether the railways 
consider it important to preserve coal traffic in view 
of the fact they cannot carry natural gas? 

A, We certainly will do everything we 
possibly'can to assist the movement of coal. 


MR. BLAIR: Thank you, 


--- A short recess === 
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THE CHAIRMAN: Order, please, Mr, Carter? 

MR, CARTER: Before turning, Mr. Chairman, 
to my cross-examination of Mr, Roberts, I should like to 
read a brief letter into the record. This is the 
reply of Dr. Britnell to questions asked of him in the 
course of his cross-examination by my learned friend 
Mr. Sinclair. The letter, sir, sets out the page 
and transcript reference, and it sets out the question 
and also the answer, The letter, as a matter of 
identification, is dated October 22nd, 1960, and is 
addressed to Mr. I. D. Sinclair, and it reads: 

by October 22, 1960 

"I, D. Sinclair, Eéq., 
Vice President and General Counsel, 
Canadian Pacific Railway Company, 
Montreal, Quebec. 


Dear Mr. Sinclair: 


Re: Government Assistance in the 
Building of the Crow's Nest Line 


e In paragraph 74, -page 37, of the 
Saskatchewan Submission entitled 'An Historical 
Analysis of the Crow's Nest Pass Agreement and 
Grain Rates: A Study in National Transporta+ 
tion Policy', I stated that this proposed govern- 
ment subsidy toward construction was ‘sufficient 
according to estimates of the company to cover 
over 40 per cent of the cost of the Crow's 

Nest line,’ 

: In the course of cross-examination 


before Hearings of the Royal Commission in 


Ottawa on September21 last, you askedime 
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(Transcript, Vol. 91, pp. 15528-29) if I had 
any source for this statement, I replied 
that I did not have my working papers with me, 
that I thought that the statement had been 
based on Canadian Pacific data, and that I 
would be glad to check it, 
4 The basis for my statement is to be 
found in the statement of the Hon. Mr. A. G. 
Blair, Minister of Railways and Canals, 
reported in Canada, House of Commons, Debates, 
1897, pp. 4603-4 as follows: 
‘As to the probable cost of the road, I 
may say that, as far as I can learn... 
The only information in the possession of 
the late Government, and the only information in 
our possession, has beenobtained from the 
officers and engineers of. the Canadian 
Pacific Railway Company or rather has been 
obtained through the company as the result 
of surveys which have been made by their 
officers. We have a very careful statement 
made by them as to the cost of different 
sections of the road, and that statement 
shows that it is expected a akntie 
of the equipment the road will cost between 
$25,000 and $26,000 per mile... Taking 
it altogether, the information we have is 
that the cost of the road, taking one mile 


with the other over the 330 miles, will be 
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ANGUS, STONEHOUSE & CO. LTD. Roberts, cr-ex 17893 
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in the neighbourhood of $25,000 or 

$26,000 per mile.’ 
. Since the proposed subsidy was $11,000 
per mile it was equivalent, on the basis of 
estimated construction costs of either 
$25,000 or $26,000 per mile, to rather more 
than 40 per cent of the total estimated cost, 
> Yours very truly, 

(Sgd) G. E. Britnell, 
Saskatchewan Economic and 


Technical Committee on Trans- 
portation and Freight Rates." 


CROSS-EXAMINATION BY MR, CARTER: 


Q. Now, Mr. Roberts, my name, again, is 
Carter, and I represent, sir, the Government of 
Saskatchewan, 

Now, you have a copy of Exhibit 162 before you; 
have you not? | 

A. Yes, sir. 

Qe I spent some little time, Mr. Roberts, 
over the week end struggling with that exhibit. I may 
say that when I use the word "struggling”™ I apply 
no criticism of you or of your material. The struggle 
was due, no doubt,to my own ignorance, not due to 
your material. 

You could enlighten me on one or two aspects 
of, it. May I direct your attention, first, to 
the column headed "Revenue at Rates in Effect 
November 30, 1458". You see that? 


w,, Yes, sir. 
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Qo May I ask you how you arrived at the 
figures shown throughout that column? 

A, From the rates which were pubjlished 
in the tariff as of that date on the particular movement 
involved. 

Q. Yes, Well, now, so that I may under- 
stand that, going to your second colum headed "Revenue 
at Rates In Effect at Time of Movement", the figures 
that you there set forth are the figures of actual 
revenue as shown on the waybills submitted in the 
Waybill Analysis is that correct? 

A. That is correct, sir, 

Qe Am I right, then, that you then took 
each of those individual waybills and took it back, so 
to speak, to November 30, 1958, and computed what: 
your company would have earned if it had moved that 
traffic at the rate in effect November 30, 1958? 

A. That is correct. 

Q. That is, you did -- or, you made each 
individual computation, did you? 

A. Correct, sir. 

Qo The figures then set forth in the column 
headed "Revenue and Rates in Effect November 30, 1958" 
do not represent actual revenue earned from traffic 
actually carried as of November 30, 1958? 

A. No, sir. That column represents the 
iveeaiiin ea what the revenue would have been on a like 


movement on November 30, 1958, prior to the application 


of the 17% increase. 
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Q Yes. And, accordingly, the figures 
do not give actual revenue? 

A. Well, it gives actual revenue, sir -- 

Q. That would have been earned? 

A. That would have been earned, In other 
words, Mr. Carter, what we are endeavouring to portray 
here is the impact of the increase on the movement as 
shown in the Board's Waybill Study. 

Qo Now, in making that computation that, 
so to speak, you necessarily assumed that this par- 
ticular item of traffic which you in fact ction in 
the study year would have been carried as at November 
30, 1958, at the same category of rate, if you under- 
stand me? Do you understand me? 

A. Well, sir, we checked that to see what 
the rate was on the particular movement as of November 
30; 1958. 

You see, the actual movement may hav taken 
place under a competitive rate which was established 
after December 1, 1958,when the increase was applied to 
the rate in effect on November 30, 1958. 

Qe Just so that I have that clear, if I 
might interrupt you, you encountered, I take it, then, 
this sort of situation in preparing this exhibit: you 
found that on certainof the movements made in the study 
year -- and, by the way, by the phrase "study year", 

I mean the year December 1, 1958 to November 30, 1959. 
Do you understand me? 
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Q. You found, then, that on at least cer- 
tain occasions traffic which your company had moved 
during that study year at, say, a competitive rate, 
had been carried prior to the commencement of the 
study year at a normal rate? 

A. That is correct, sir. 

Q. What did you do about that situation? 

A. Well, those movements, sir, are contained 
in the competitive rated traffic. The rate which was 
applied on the traffic as it moved, 

Q. Well, you would have applied some old 
competitive rate -- if I may use that word? 

A. Well, no, sir, The rate in effect on 
November 30, 1958 == the only rate available in the 
railways! tariffs on November 30, 1958 was maybe a 
normal rate, 

Q. yes? 

As But when the movement actually took place, 
there may have been competitive factors which brought 
this about, but the rate which would apply was a 
competitive rate. 

Q. yes. 

Well, now, again, excuse me, I haven't 
followed you. Having encountered that type of 
situation, then in deriving or securing your figure 
with respect to that particular movement of freight, 
the figure going into the fourth column, the column 
headed "Revenue and Rates in Effect November 30, 1958", 


revenue from such a shipment would have appeared in your 
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catgory Traffic at Normal Rates or in your category 
Traffic at Competitive Rates? 

Ba Competitive rates. If the actual 
movement took place under a competitive rate, 

Q. In the study year? 

A. yes, sir. 

Q. As I understand you, as of November 30, 
1958, there would have been no comparable competitive 
rate for that particular traffic movement? 

A. In some instances, 

THE CHAIRMAN: Had you adjusted it. 

THE WITNESS: Had we adjusted, sir, well 
then the new rate, of course, would reflect the com- 
petitive conditions, 

MR. CARTER: Q. Now, by the phrase "normal 
rates" Baths your first category in this exhibit, I 
take it you mean class rates and mileage commodity rates3 
do you? 

A. Class rates and any normal commodity 
rates, be they mileage or specific. 

Q. I had understood from, I think, something 
you may have said or something somebody said, that a 
specific commodity rate, in the setting of it an element 
of competition of some sort was taken into account. 

Is that so? 

A, In some instances, but they are not so 
marked. 

Q. And you do not characterize that type 


of rate as a competitive rate? 
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Kia The competitive rate, as designated in 
the railway's tariffs as competitive rates, sir, are 
to meet carrier competition, 

Q. And are marked as such? 

A. Yes, they are marked as such, 

Qo You did not, as I understand you, then, 
in Exhibit 162, include specific commodity rates in 
the category entitled "Traffic at Competitive Rates"? 

Rs Normal specific rates are all under the 
normal rate heading. 

Q. Now, following the authorized 17% 
increase, your company, I suppose, immediately increased 
all class rates by the full 17%, did it? 

A. Yes. 

Q. Were all the mileage commodity rates 
increased by the full amount of the authorized increase? 

A. yes, sir. 

Qo Were all of the specific commodity rates 
similarly increased? 

A. Yes; sir. 

Q. I may say the answer to this is very 
simple, but perhaps you can assist me. 

As I understand you in your category in 
Exhibit 162 "Traffic at Normal Rates", you cover 
traffic moved, first, at class rates; is that right? 

A. yes, sir. 

Q. You cover traffic moved at mileage 
commodity rates? Is that right? 


A. That is correct, sir. 
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TORONTO, ONTARIO 


(Carter) 
1 
2 Q. You cover traffic moved at specific 
3 commodity rates? 
4 A. That is correct, 
5 Q. And you do not cover or include traffie 


6 moved on any other rate than those three? 

7 Big Well, no, but if you are wondering why 

8 they should not all be 17 per cent === 

9 Q. You anticipated me correctly. 

10 A. The reason for that, Mr. Carter, is that 
11 there are coal movements in there on which a flat 

12 increase was applied, but they were normal coal rates 
13] and they were kept in that category of traffic, 

14 Q. I see, Where would that movement be 

15 in the various subcategories, if I may call them that, 


16 under the heading "Territory"? Where would this 


17| coal movement fall? 

18 A. They are in practically every movement, 
19 Qi. Are they? 

20 A. Yes, sir. There is coal within the 


21 maritimes; maritimes to Ontario-Quebec; within Ontario 
22 and Quebec. Now, the one exception there is Ontarie 
23 Quebec to the west. There is a mixed shipment in 

24 there, All the revenue was taken, although some of 
25 the traffic did not move at normal rates, but the 

26| revenue for the car as a whole was included in this. 
27| That is the reason for the slight difference there. 

28 There was coal within the west; there was coke from 

29 the west to Ontario and Quebec, And, of course, that 


30 would be petroleum coke from Moose Jaw, Saskatchewan. 
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Qo I have heard of it, thank you. 

Ass And, then =-- I guess that is the only 
one. That is the last one. 

Q. Then, you say, sir, in any event that is 
the only reason why the percentage figures given in the 
column headed "Percentage Increase in Revenue" in that 
first category do not read in each case 17? 

A. That is right. That is, with this one 
addition, that from the west to Ontario and Quebec a 
reduced normal basis of rates was subsequently estab- 
lished on liquefied petroleum gas. 

Q. But I understand you initially saw 
the full increase applied on that? 

A. That is right. 

Q.. As at December 1, 1958? 

A. Yes. 

Qe The full increase was applied? 

A. That is correct. 

Qo On that particular movement, does the 
shipper or shippers involved secure the benefit of the 
subsidy payable under the Freight Rates Reduction Act? 

Re yes, it is a normal rate, sir. 

Q. Having that in mind, that brings me to 
the next point. 

Have you allowed in Exhibit 162 for the 
effect of the subsidy payable under that statute? 

A. We brought all rates up to their full 


level to represent the charges received in the final 


analysis by the railways. 
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In other words, the roll back is_included in 
this, the bridge subsidy is included in this; and, on 
traffic from the maritimes and within the maritimes, 
we brought the revenue up to what the normal revenue 
would be. 

Q. Well, dealing just for a moment with 
the Freight Rates Reduction Act, as I understand that 
statute, briefly it boiled down to this: that, commencin 
August 1, 1959, I believe, == to begin with that was 
the day it came into effect? 

A. That is correct. 

Q. And just at that point, the statute and 
the subsidy payable under it would have been, in effect 
for one-third of your study year? Four months? 

A. That is correct. 

Q. Now, under that statute there was 
essentially a roll back in the inerease? 

A. That is correct, sir. 

Q. And it applied, as I understand it, to 
any class or normal commodity. Is that the phrase 
you use? 

A. That is correct. 

Q It would apply to any class or normal 
commodity rate which had experienced the full increase 
as at December 1, 1958? 

ws That is correct, sir. 

Q. Yes. So that, just so that I have it 


clear, if you had a shipper who prior to the increase 


was moving his traffic at a normal commodity. rate and 
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paying $1, we will assume, immediately upon the increase 
being authorized his rate would have gone to $1.17? 

A. Correct. 

Q. yes. And after the subsidy which we are 
talking about came into effect, that rate would have 
rolled back to $1.10? 

A. Correct. 

Q. It later went back to $1.08, but I think 
that is past your study year? 

A. That is correct, sir, 

Q. Coming back, if we may, to this shipment 
you mentioned, the nature of which I have forgotten -- 

A. It was liquefied petroleum gas from the 
west. 

Q. This was a product which, as at December 1 
1958, was moving at some normal commodity rate; was it? 

A. That is right. 

Q. And that rate was. subject to the full 
17 per cent increase? 

A. That is correct, sir. 

Q. And later it was rolled back to $1.10? 
The rate would have been? 

A. That is correct. 

Q. Well, now, I am afraid I did not under- 
stand you. As I got it, you suggested that this 
movement d&@ liquefied petroleum gas in some manner did 
not in the end result receive the full benefit of the 
subsidy payable under the statute since it was moving 


at a normal commodity rate which was increased by the 
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2] full 17 per?cent? 

A. That is right. 

Q. I do not understand why it was not the 
beneficiary of the full effect of the subsidy? 


RG It was and is, 


li ass és vsiw passaxebu son on a «$ 
ae a - 
sage ais yretedve edz 16 goorte tiv 048 Yo eiptottan 


is 


,at bas asw a ; ot 


ANGUS, STONEHOUSE & Co. Robert 
TORONTO, pahone nia : Gates) 17904 
4 


Q. Well then how, again, does that shipment 
result in part in tne fact that your percentage figures 
given under the column headed "Percentage Increase in 
Revenue" in the category entitled "Traffic at normal 
rates", are not in each case 17? 

A, Well, for the reason that, as I said, 

a revised normal basis of rates was arrived at on 
liquified petroleum gas. 

Q. Sometime during the study year? 

A, Yes. 

Q. Was this a competitive rate of some sort? 

A, No, I said normal, this is applicable to 
anybody who ships liquified petroleum gas in Canada. 
Now, the rate prior to the revision in the normal basis, 
as you said, was $1.17. For the sake of comparison the 
new normal basis may have resulted in a rate of $1.10. 
Now, the traffic moves at $1.10 and because it is a 
normal basis it received the benefit of the roll back. 
This is less than the rate that was in effect prior to 
December 1st or as at November 30, 1958. 

Q. Thank you. As I understand it, Mr. 
Roberts, following any general increase in freight rates 
you anticipate a certain amount of what is termed 
erosion in or attrition to the traffic your company is 
carrying? 

A, That is right, sir, that has been our 
experience, 

Q. And as I understand it in working out 


the percentage increases which you propose to apply 
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for you allow for those factors, 

A, We give weight to those factors, yes. 

Q. You told me a moment ago that after the 
17% increase that all mileage commodity rates were 
increased by the full amount of the 17%? 

A, Yes, sir, 

Q. And following any authorized increases 
are all of the mileage commodity rates invariably 
increased by the full amount of the authorized 
percentage? 

A, They are increased, sir -- not invariably 
they are increased, 

Q. Many of them, if not most, would 
following any authorized increase go up in any event, 
I take it, 

A, All of them, sir. 

Q. All of the mileage commodities? 

A, All of the mileage commodity rates and 
scales, yes. 

Qe They invariably go up by the full amount 
of the increase? 

A, Well, sir, we apply it to them, They 
do go up, but not invariably -- always. 

Q. All right, thank you. 

MR, SINCLAIR: Not in variation. 

MR, CARTER: Q, ‘Thank you, Now, whether 
this is general, as I understand it, it commonly 
happens that your company finds that at least certain 


of the traffic will, to use your phrase, no longer move 
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freely at the increased rate, 

A, That is correct, sir. 

Q. Because it has eroded away or it is 
subject to attrition from competition? 

A, Competition. 

o. And where that has occurred it commonly 
happens that your company will publish, as I understan 
it, a competitive rate at which your company hopes the 
traffic will again move freely? 

A. That is correct, sir -- by rail. 

Q. Now, where that happens, I am thinking 
here of a commodity or freight which prior to the 
increase was moving at a normal rate =-- do you 
understand me? 

A, Yes, 

a. After the increase for the reasons I 
have suggested it moves at a competitive rate -- do 
‘you understand? 

A, Yes. 

Q. And, again as I understand the 
situation this movement of traffic following an ¥ 
authorized increase from the normal rated category. 
to the competitive rated category is fairly common. 
There is a fairly significant movement of traffic~ 

-from normal rates to competitive rates during this 
period of readjustment. 

A, Well, there is a period of readjustment 
both in normal commodity rates but also in the 


competitive commodity rates to which we have applied 
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the full increase, 

Qe But in particular there would be a 
movement of some significance, I suppose, in this 
period from the normal rated category to the competitive 
rated category. 

A. I would not say "some significance", 

€. Well, a movement in any event. 

A, Yes, a movement, 

Q. Again, as I understand you, coming back 
to exhibit 162, a pretty significant volume of the 
traffic on the basis of which these actual revenue 
figures were arrived at would have received the benefit 
of the subsidy under the Freight Rate Reduction Act? 

A, Yes, sir, 

Q. This is traffic in the category "normal 
rated"? 

A, Yes, sir. 

Q. And, again, the shippers involved on 
that traffic would only themselves have to pay a 10% 
increase rather than the full 17% increase, This was 
the effect to the shipper of the subsidy? 

A, That is right, sir. 

Q. We have had a tendency, I suppose, to 
ensure that such a shipper's traffic continue to flow 
freely at a normal rate that it would have had that 
tendency, would it not? 

A, Maybe if it had gone into effect on 
December 1st, 1958, but it did not go into effect until 


August lst of 1959. 


a eaed oid hovisoey svad bleow te bevietts ede! aemwpi? 


epee ee 


tat to emulor duosnteate wierd SOL teaten 68 
shaevet [ouios saed® dottiw to-mtued eld no obtwent 


i 

Clot gottoubeR steh tdgtert eit tebas vbiadse edd ‘an 4 
prme yeahs | 1 
Laren” yronedes odd at ofvient eb etet a | ; } 


‘ci ettec eet eGR es 
no beviovat ayoagide edt begs .bah 2 oa Le 

Ril # Yeq of sved sovleewedd ylag bivow of tart aad 

saw etd? ..secewont BYi lft edd aad? neds oesoront 

tubtadwe add to reqgtde ost 2 gaettovndd | 

tie debt az vet tiles a ee 

Fe od | 
« Dae 


-” ae 
J 


of ,eseqqua | .vouebasd ® bad: 
wolf OU endiznes ott ient esoquida #4 
tard bat ove Bhoow Jt tneld ae feron 8 2a. 


) Rares 
ah caeuan ; 


: aie: dike 
can Joelte giant a bib 8! =e 
; - Be nee on “ 


% , ri 
ae 


: ae 


ANGUS, STONEHOUSE & CO. LTD. Roberts » Cr.eX, 1790 
TORONTO, ONTARIO (Carter ) 


Q. Well, it was in effect for one-thi.d 
of the study year? 

A, Oh, yes, the study year -- no --- 

Q. It came into effect on August hy 1959, 
did it not? 

We August lst, 1959, 

Qs And your study was ended at the end of 
November, 1959? 

A, That is right but the movement in the 
rates was taking place from December ist to August lst. 
The movement of traffic and the competitive factors 
which influenced the level of the rates was in effect 
without the hold-back for the period from December lst 
to August lst, 

Q. Yes, all right. I can agree with you 
that if the subsidy had come into effect at the beginning 
of the study year this tendency which I suggest would 
have been a much more significant one, perhaps. 

A, Well, I would say there would have been 
a different result. Probably traffic that we were able |to 
retain 10% of the increase on. Well, that traffic would 
not have been affected had the increase beén only 10%. 

Q. Yes. As I understand the situation 
which is not to any marked extent, may I say, but as I 
understand the situation the whole situation in relatio 
to the way of setting your rates, fixing your rates and 
arriving at them is a constantly changing one, is it 
not? The whole situation out of which you arrive at 


your rates is in state of continual flux, is it not? 
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A, Well, traffic is moving and different 
movements taking place every day of the year. 

Q. Yes, quite, But, the force of 
competition, as an example, as a factor in rate 
making will, in any twelve month period I suppose shift 
and vary from types of traffic, shift and vary within 
areas and between areas. 

A, Well, I do not know that there has been 
any significant shift in the competition. I say we 
have éompetition facing us all the time. 

Q. Well, in any event, coming back to the 
effect of the Freight Rate Reduce tion Act would you 
not agree even allowing for the fact that it came into 
effect in the latter one-third of your study year, that 
it would have had a tendency to keep traffic moving 
at normal rates which otherwise might have gone to 
competitive rates. 

A, I think by the time August lst rolled 
around the situation with respect to normal rates had 
pretty well settled itself down. 

Q. So you think it would have no such 
tendency? 

A, It may have been of assistance but, 
as I say, we had this period of eight months where the 
17% increase was on and it would be my view that the 
forces of competition in respect of the 17% increase, 
the actual impact of it, would take place during that 
period. 
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understand you you do not feel that the subsidy under 
the Freight Rate Reduction Act would have had the 
effect of building up the revenue in the category of 
traffic at normal rates where, without the subsidy the 
traffic might have gone to competitive rates and 
built-up the revenue earned through those rates rather 
than from the former category? 

A, Well, I think if the trucks went after 
-- wished to carry certain traffic, Mr. Carter, that 
was attractive to them they would go after it at the 
level of 110% or 117% which would depend on what their 
circumstances were. If the traffic had fallen off they 
would begin to scratch a little bit, 

Q. Now, as I understand your exhibit it 
shows that both percentagewise and absolutely you 
were able to apply more of the authorized increase to 
normal rated traffic than to competitive traffic or 
agreed charges, This is obvious, is it not? 

A, The revenue return from the normal 
rated traffic is greater than from the competitive 
traffic in terms of dollars, yes. 

Q. And in terms of the application of the 
increase your company was able to apply more of it to 
the normal rated traffic than to competitive traffic 
or agreed charges. Do I read the exhibit correctly 
in suggesting that? 

Ao Well, it was 15.3 insofar as 
percentage increase in revenue from normal rated 


traffic, it was 15.3% and the percentage increase in 
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revenue &t competitive rates was 10%, 

Q. And nothing on agreed charges? 

A, Nothing on agreed charges in this 
study, no, 

Gg. And as you have just said, the exhibit 
shows that the major part of the increase in your 
company's revenue came from increases applied to normal 
rated traffic. 

A, In terms of dollars but not in terms 
percentagewise as I gave them to you, 

Cs Well, I am concerned at the moment with 
the absolute figures as you put it in terms of dollars 
and specifically the total increased revenue of 
$176,882.54 which your sample shows having been earned 
following the increase, Of that total $117,946.56 was 
earned from normal rated traffic, 

A, That is correct, 

Q. Now, as I compute it on those figures 
then you got,as far as your sample is concerned, 66,684 
of your total increase in revenue from the i®@rease in 
traffic at normal rates? 

he 117 in relation to the 176, that would 
be approximately right, That is applicable all over 
Canada, of course. 

Qe Oh, quite, Now, this is, of course 4 
sample study but as I understand your evidence you feel 
that certain general conclusions can validly been drawn 
from the sample? 


A, This is so, sir. The conclusion I draw 
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from this is that within Ontario and Quebec -- go 

down into the summary -- within Ontario and Quebec the 
contribution from the increase by Ontario and Quebec 
represented 36.5%, The contribution within the West 
represented -- this is traffic moving within these 
areas -- the contribution within the West was 36%. 
This indicates to me that in Eastern Canada we are 
obtaining a goodly share of the increased revenue from 
the increase @nd we are from Western Canada too but it 
is not falling heavily on any one section, 

Q. Now, those are the conclusions which 
you suggest can be drawn from the sample? 

A, Yes, sir. 

Qe May I ask you if this conclusion, in 
the light of what we have just covered, can also be 
validly drawn, Can one say from your study that 66.68% 
of the total increase in revenue secured by your 
company throughout the whole year, not just on the 
basis of a sample, following the last increase came 
from increased rates on normal rated traffic than on 
non-competitive traffic? 


Ri That is correct, sir, 
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THE CHAIRMAN: Whether east or west? 

THE WITNESS; Whether east or west, yes, sir. 

MR. CARTER: Q. My learned friend Mr. Cooper 
I think it was, asked you one or two questions yesterday 
having to do with long haul -- at least, you were 
invited to define what was a long haul shipment,I 
think? 

A. That is correct. 

Q. And I understand there was some question, 
perhaps, in the minds of a railroad man as to what is 
long haul and what is not? 

A. Nos; it is hard to define, You have to 
look at the commodity involved, 

Qo Well, let us not get into a semantic 
discussion, I will ask you this: a shipment from 
Ontario-Quebec to the west, I take it, you would agree 
is a long haul movement? 

Bo It is long haul., but likewise a shipment 
of crude gypsum for 200 miles is a long haul. 

Qo This particular movement I have suggested 
to you, you would agree, in itself, is a long haul? 

A. Yess 

Q. Coming back to Exhibit 162, in terms of 
the value of the freight carried by your company -- 
that is, the revenue received -- and looking at the 
normal rated traffic and the competitive rated 
traffic -- those two categories -- from that point of 
view more freight moved m normal rates than at com- 


petitive rates from Ontario-Quebec to the west, did it 
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not? I refer to lines 6 and 16? 

As That is correct, revenuewise, yes. 

Q. Does that indicate anything as far as 
tonnage is concerned ? 

A. Well, I don't follow you, sir. 

Q« Could one suggest that since, revenuewise 
this is the situation that more freight moved over this 
long haul at normal rates than did at competitive rates, 
can one conclude from that that a greater number of 
tons of freight was moved over that haul at the normal 
rates? 

A. I would think that would be a fair 
conclusion, that there were more tons at normal rates 
than at competitive rates. 

Qo Looking again at this same exhibit and 
at the revenue picture shown in it, may I refer you 
again to those same lines, 6 and 16; do you see those? 

A. Yea. 

Qo And those lines again refer to this long 
haul movement, do they not? 

A. Yes, sir. 

Q. Ontario-Quebec to the west? 

A. Yes. 

Q. Now, the exhibit shows under the column 
headed “Increase in Revenue” that from the traffic 
moved over that haul at normal rates your company earned 
an increase of $23,62l-odd; that is shown there, isn't 
it? 


A. That is correct. 
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Q. Whereas from traffic moved over the 
same haul at competitive rates your company earned an 
increase of $5,171-odd? 

n That is correct, sir, 

Q. Now, the total of those two figures would 
be, of course, on your sample the total increase in 
revenue secured by your company following the 17 per 
cent increase from traffic moving over that haul at 
normal rates and at competitive rates? 

A. yes, sir. 

Qe As I compute it, sir, the portion of 
that traffic moved at normal rates made up 82.04 per 
cent of the total increase earned by your company from 
that movement. I think my computation is correct. 

MR, SINCLAIR: We will accept the computa- 
tion subject to check. 

MR, CARTER: Thank you, 

Q. From that again, I am wondering whether 
another general conclusion may be drawn, sir. Can 
you say that throughout the entire study year again -- 
not merely on the basis of the sample -=- can you say 
that of the total increased revenue as secured by 
your company from traffic moved from Ontario-Quebec 
to the west at normal and at competitive rates 82,04 
per cent came from the normal rated traffic? 

A. We would accept the percentage. 

Q. Yes, but one can go further than acceptin 


the accuracy of my computation, can one, and draw that 


general conclusion which I have suggested to you, » Tsai 
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have made it clear? 

‘A. I would say yes, but you must, if I may 
suggest here, Mr. Carter, as I said to Mr. Mauro at 
noon today, the figures reflect the revenue for the 
service performed and in evaluating this, as I said to 
Mr. Mauro, the revenue paid for each unit of service 
within the west and from the east to the west and within 
the east plus from the west to the east, the figures 
show that a revenue of $1 was earned for approximately 
the same amount of revenue ton miles of service, 

Q. yes, One last point, if I may, on this 
exhibit, sir. May I refer you to lines 7 and 17. 
These show under the column headed "Increase in Revenue", 
opposite those lines, the total increase in revenue 
earned by traffic moved within the west at normal 
rates and by traffic moved within the west at com- 
petitive rates? 

A. Yes, sir. 

Qo Again, as I compute it, of the total 
increase earned on your sample study by your company 
from that movement of traffic at those rates, normal 
and competitive, 73.91 per cent of the increase was 
provided by traffic moving at normal rates within the 
west? Again I think here my computation is correct. 

es I would accept it. 

* Again here, I take it, one could draw 
a further general conclusion from your exhibit that 
throughout the entire year, again quite apart from a 


mere sample, that throughout the entire year, of the tota 
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increase in revenue earned by your company within the 
west at normal rates and at competitive rates, 73.91 
per cent was earned from the normal rated traffic? 

A. Well, statistically, yes; but, Mr, 
Carter, I think you will have to examine the type of 
traffic that 1s moving within the west at normal rates, 
and the amount of traffic and the service performed 
for each of the items that you mentioned, 

Qo You say that statistically one can draw 
this conclusion, Again, sir, the conclusions which 
you drew in your evidence, as they are set works in 
your precis of evidence, as I understand it, you did 
not suggest that they were merely statistical con- 
clusions, but conclusions of general validity? 

A. They show the amount of the increase 
paid on particular types of traffic within different 
areas. 

Qo Is this conclusion I am suggesting to 
you not one of similar general validity? 

A. But in actual amounts you would have to 
examine the service performed: that is all I am saying 
to you. 

Q. One last question on Exhibit 162: 
in line 18 you refer to a movement at competitive rates 
from the west to Ontario-Quebec; do you see that line? 

A. yes, sir. 

Q. Can you give me some idea of what that 
traffic is made up of, or is this too vast a question? 


A. Well, I would say there would be livestoc 
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in there -- I ammrry, I don't have the detailed figures 
with me. 

Q. Very well. Could you tell me this, Mr, 
Roberts: where did that traffic originate -- and in 
representing the client I do I am particularly ins 
terested in knowing whether any part of it originated 
in Saskatchewan? 

A. I am sure some of it did. I am quite 
sure some of it did. 

Q. Would it be too stupendous a task to 
find out for me the percentage of the traffic which 
originated in Saskatchewan and from which you earned 
altogether the revenue figure you show on Exhibit 162? 

MR, SINCLAIR:: I wonder, Mr. Chairman, if 
my friend would be satisfied if we would give him a 
few movements rather than going into each of the 
myriad of waybill cardsinvolved pehind this exhibit? 

MR, CARTER: yes. 

MR, SINCLAIR: What you want is a number of 
different types of movement of different commodities? 

MR, CARTER: That is right. 

MR, SINCLAIR: Well, we will go through them 
for you and I will write to my friend. 

MR, CARTER: Thank you. 

MR, SINCLAIR: I may say, Mr. Chairman, this 
is done largely manually and it has not been machined. 
If it had been done on a machine we could have lifted 


the figures out. 


MR, CARTER: Q@. May I refer you to page 7 of 
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your brief, which is becoming rather a famous page, 
You set out there certain principles which in your 
company's view any method of increasing freight rates 
must satisfy? — 

A yes, sir. 

Qo And one of those principles is this, that 
the method must be fair to the shipper and railways alike 
Underneath that statement of that principle you say, 
at page 7, "For shippers it must not be an attempt to 
offset economic or geographic advantages or disadvan- 
tages." Do you see that? 

A. Tes... 8i7r, 

Q. I am concerned for the moment just with 
geographic disadvantages, Mr. Roberts. As I under- 
stand your company’s position it is this: that, in 
effect, where a geographic disadvantage exists that 
that is a fact of life and it should not be interfered 
with in any method of rate change? 

Ax Not in transportation, sir. 

Q- Yes, as far as transportation rates are 
concerned, that a geographic disadvantage should not 
be interfered with in any method of rate change? 

A. That is right. 

Q. I suppose distance to market or from 
source of supply is a geographic disadvantage, is it? 

A. Well, it depends on the circumstances, 
Mr. Carter. 


Q. Well, under certain circumstances this 


can be a geographic disadvantage, I take it? 
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A. If he is selling a commodity in a market 
that there is a demand for in that market I don't see 
what the geographic disadvantage would be, 

Q. As I understand your answer, would you 
agree that at least under certain drcumstances, whatever 
they may be for the moment, under certain circumstances 
distance from market or from source of supply can be 
a geographic disadvantage? 

A. Well, the more service performed, it 
costs more money for whatever he is shipping. 

Qo So the fact of distance can be a geo- 
graphic disadvantage? 


A. Yes, that is right. 
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ERRATA Volume 108 
Page Line 
17923 16 "may overcome" should read “may not 


ERRATA 


Vol. 108, page 18050, line 28: 
delete "non-=peak" substitute "known big" 


page 18053, line 3: 


delete "any" Substitute "in" 
page 18055, line 19:3 
delete "he" substitute "you" 
18046 23 "rate traffic," should read "grain 


fraffic." 
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Ottawa, Ontario, 
Wednesday, 
October 26, 1960, 


-== On commencing at 10:00 a.m, 


THE CHAIRMAN: Order, please, 

MR. CARTER: Q. May I take you back for a 
moment to exhibit 162, Mr. Roberts? 

A. Yes, sir, 

Q. Did the Canadian Pacific Railway carry 
out a similar study following any of the En 
authorized increases? 

A, No, sir, 

Qe Now, we adjourned yesterday afternoon, 
Mr. Roberts, I had drawn your attention to page 7 of 
your precis of evidence, I was concerned with the first 
sentence of the last paragraph on that page, which reads: 

"Por shippers, it must not be an attempt to 

offset economic or geographic advantages or 

disadvantages." 

I was addressing certain questions to you 
having to do with geographic disadvantages, At the time 
of the adjournment, you had agreed with me, if I recall 
it, that at least under certain circumstances distance 
might be a geographic disadvantage? 

we Yes, that is correct, Mr. Carter, when 
one shipper is moving his products 1,000 miles and the 
other shipper, into the same market has only a distance, 
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Qo Quite. As I understand the position of 
your company, a method of rate change which sought to 
interfere with that particular disadvantage would in 
its view be unsound? 

A, Well, to interfere with the movement of 
traffic over long distances for one shipper in favour 
of a shipper who only moves his traffic a shorter 
distance, I think, then, sir, we would be attempting to 
get into economics, then, rather than transportation. 

Q. Put it generally for the moment .. I 
think you agreed with this suggestion yesterday, that 
in the view of your company any method of rate change 
which interfered with a geographic disadvantage would 
be an unsound method? | 

A, Well, we may overcome geographic 
disadvantages, sir. The location of one particular 
industry or a deposit of natural resources -- I mean, 
there's where they are located in relation to the 
market, and I do not think transportation should be 
used to offset such a situation. 

Q. Yes. And putting it generally, again, 
essentially, as I understand your position, you say 
that any method of rate change should not interfere 
with a geographic disadvantage? 

A, That is correct. 

Q. ‘Yes, With the application of the 
horizontal percentage increase in freight rates, it 
frequently happens, does it not, that in terms of 


dollars and cents the long haul shipper, following the 
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increase, will pay more than the short haul shipper? 

A, In terms of absolute differences, yes, 
but not proportionately. The relationship between the 
transportation charges remains the same, Mr. Carter. 

a This is what you term rate relationship? 

A, That is right, sir. 

Q. Again, in absolute terms, however, this 
will increase the geographic disadvantage which the 
long haul shipper is at? 

A, That is correct, in accordance with the 
service performed, 

Q. Yes, And this, in the view of your 
company, is all right? 

A, Well, this is one of the things that we 
have to live with, sir, When you are moving something 
over long distances, I mean, you have a certain amount 
of service to perform and you should be paid properly 
for that service. 

Q. This, however, in the view of your 
company does not mean that this method is unsound? 

A, The present method, sir? 

Q. The horizontal percentage increase 
method, 

A, No, sir, it is not unsound. 

Qa. Well now, am I to understand, then, sir, 
that in the view of your company a method of rate 
change which does not offset a geographic disadvantage 
but which magnifies it is a sound method? 
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disadvantage, but magnifies it, Well, sir, it does not 
magnify it; it does not change distance, It is the costs 
of the transportation that are going up, and the charge 
that has to be paid for that service, This is the basis 
for it, Mr. Carter, 

Qa: Again, however, in absolute terms it 
will magnify the disadvantages? 

A, Well, any differences -~ it does change, 
of course, because you have a different base, each base 
reflecting the service you perform, but still 
proportionately they remain the same, 

Q. Yes. Having in mind, however, the 
absolute effect as between the long and the short haul 
shipper which an increase in rates under this method 
will have, is it still the view of the Canadian Pacific 
Railway that such a method may be properly be called a 
fair method? 

A; I think it is a fair method, sir. Of 
course, this is what we consider the equitable way of 
applying the increase in cost. You see, one shipper, 
by reason of his location, is located closer to his 
markets, and we should not be attempting to take that 
advantage away from him, One shipper has his natural 
market close to his plant and reaches out a certain 
distance into other markets. 

Now, another shipper is located closer to 
the second market that the first shipper is reaching out 
to get into. 


Now, this is something, sir -- it is geographi¢ ; 
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it is something that we cannot control, 

Q. And the fact that the long haul shipper 
in absolute terms, again, will pay more is in the view 
of your company one of the facts of life which he has 
to live with? 

A, It is, sir, in relation to the service 
we perform, 

Q. Having that in mind, would you not agree 
perhaps, that a better way of describing such a method, 
if a description must be sought, rather than calling it 
fair, having in mind the position of the long haul 
shipper, would be to call it a proven and workable 
system or a workable system? 

A, I think it is workable and equitable. 

Q. Well, one cannot say of it, surely, that 
in some sort of ideal way it is fair, so that in some 
sort of ideal way, having in mind, again, the position 
of the long haul shipper, that it evenly divides the 
burden? 

A, Yes, sir, each shipper is treated the 
same, Mr. Carter, 

Q. But treated the same only in the sense 
that this rate relationship is maintained? 

he Sir, the increase is applied 
proportionately to rates. 

Q. So as to preserve this rate relationship 

A. The rate relationship in differences in 
cents is not sacred. These differences are inherent 


in the service performed. Now, they refiect the 
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service performed and the increased costs are applied 
proportionately to the charge we receive for the servic 
we perform to take care of the increased costs, 

Q. You say that the rate relationship as 
a principle is not sacred. 

A, Well, sir, there's differences in rates, 
Mr. Carter, There's differences in rates on different 
commodities, Now, this is the way they happen to be. 

A difference of 5¢ in one rate; and 10¢ in the other. 
But that does not have to remain as it is. 

Q. What I am coming to, Mr. Roberts, is 
this, that it does seem to me that the man on the 
street, perhaps this is the average shipper, the long 
haul shipper, that if following an increase his absolut 
position worsened if he had to pay out more im dollars 
and cents, that the fact that his rate relatfonship 
may still be maintained will perhaps be pretty cold 
comfort to him? 

A, Sir, the method of horizontal percentage 
increases applies the increased cost proportionately 
over the rate structure; proportionately and equitably. 

2. As long as this is achieved, in the view 
of your company, the method, you say, is sound? 

A, I think it is sound and equitable. 

Q. May I take you to page 15, Mr. Roberts, 
of your precis. Just before I turn to that, the 
Chairman yesterday, I think, Mr. Roberts, asked you a 
question having to do with taper which as I understand 


it is in effect built in to all ratds? 
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A, Well, the taper reflects the service 
performed for the distance involved, and insofar as 
the basic rate structure, which is the class rates, 
why it has a taper, and the taper in the rate is a 
method of spreading or reflecting in the rate the 
Smaller relationship of the terminal services to the 
total line haul service when you get into long haul. 

Q. Is it the view of your company that the 
taper is, well, to begin with, the taper involves some 
attempt to correct the absolute burden following upon 
the long haul shipper following an inarwaaa cae it? 

Bi, It recognizes the long distances that 
are required to move certain types of traffic in 
Canada, 

Q. Would it be correct in your view to term 
it a corrective against the absolute burden which falls 
on the long haul shipper? 

A, Well, it is not a burden. It is not a 
burden; it is just a method of reflecting in a 
graduated way spreading over the costs on long distance 
on hauling traffic. That is all, Mr. Carter. 

Q. I gather, Mr. Roberts, from the 
evidence which you gave when my learned friend, Mr. 
Cooper, was examining you, and also certain of the 
evidence you gave when Mr. Brazier was examining you, 
that the Canadian Pacific Railway Company favours a 
system of regulation of rail rates? 


A. Yes, sir. We favour both minimum rate 


control and maximum rate control. 
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Qo Yes. JI think you said in answer to my 
learned friend, Mr. Cooper, that such a system gives 
some protection to the railway against its rail 
competitors, and this is one desirable feature of such 
regulations? 

A, Well, of course, in the case of minimum 
rate control, Mr. Carter, I feel there should be this 
control requiring that the railways should not keep in 
effect rates which do not meet the variable costs and 
something more, 

Q. Yes? 

A, And that would apply to comparative 
rates, normal rates, and agreed charges. 

Q. Yes? 

A, Now, you mentioned the protection of the 
railways, Well, as you know, in Canada we have 
Canadian Pacific Railway, which is privately owned, and 
we have the Canadian National Railways which is a state 
owned railway competing each with the other, 

It is my view that there should be this 
minimum rate control to apply to all railways, that 
requires that they do not publish rates or keep any suc 
rates that meet their variable costs of the service 
plus something more. 

Now, I say this for the reason that the 
Canadian Pacific Railway at sometime in the future 
might be confronted with the situation where the rate 
making policy of the Canadian National Railways was 


based on, say, political considerations rather than 
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business decisions, 

It would be, I think, not good for private 
railways in Canada to have hanging over them the 
possibility of the Canadian National Railways being 
used and operated in competition with the private 
railways, some of whom I mentioned before, in a manner 
other than Mr. Gordon has said the railway is operated 
under his direction, 

Q. Your fear would be, I take it, that this 
might lead without regulation to damaging rate wars. 

A, Well, this, sir, is a sas ateiia es in 
the future. You must always face this. 

THE CHAIRMAN: You are apprehensive? 

THE WITNESS: For the future, sir; Mr. 

Gordon is operating the railway as a proper business 
enterprise, but we do not know what might happen in 
the future, 

MR, CARTER: Q. This, Mr. Roberts, was what 
you had in mind on Monday in speaking of the protection 
which a system of regulation afforded? 

A, That is right, sir. 

Q. And you told my learned friend, Mr. 
Brazier, as I read your evidence, that in the view of 
your company a system of rate regulation is psychologically 
desirable in so far as the shipper is concerned in that 
it sets a ceiling? 

A, Well, that is the maximum rate control. 
I feel that it is psychological in its effect insofar 


as the shippers are concerned. The fact that the 
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railways might be able to charge rates which are. . 

-- they might consider just any rates that they felt 
they might wish to publish, rather than have this 
control; and, with that, I would imagine you have to 
give the permissive level of earnings for the railways. 

Q. This is another aspect of the 
regulatory system which makes it, in the view of your 
company, desirable? 

A, Well, this is my opinion, sir, yes, 

Q. Is it the position of the Canadian 
Pacific Railway that truck rates should be similarly 
regulated? 

A, No, sir. No, sir, for the reason that 
they would be almost impossible to regulate; there are 
so many of them. And, after all, you have inter- 
provincial movements, and you have movements within 
provinces, The provinces have jurisdiction over their 
own movements, and by the grace of Federal Government 
they have control over inter=provincial movements, 

2. Let us restrict ourselves for a moment 
to the inter-provincial truck movements, and just 
looking at that,.is it the view of the Canadian Pacific 
Railway that this is an area where truck rates should 
be regulated in a similar manner to rail rates? 

A, Well, sir, I would prefer to see both 
methods of transportation being used to the best 
possible advantage. 

Now, I do not think any regulation is 


necessary insofar as the trucks are concerned. 
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Q. Would such a system of truck rate 
regulation not have this perhaps desirable feature of, 
for one reason or another, preventing rate wars? 

A. Well, I do not think there are going to 
be any rate wars, sir. The trucking industry have to 
pay their bil’ and operate just the same as the railways 
do, so I do not think you are going to get into rate 
wars, They should perhaps publish their rates, but I 
do not think that the question of regulation is 


necessary, other than that, 
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Q. Does your company not feel that if the 


a % 
4 


1 a x 


Seimubtventece%tcos truck rates in some regulatory system 
this would have the same psychologisal desirable effect 
which you suggest the setting of ceilings on rail rates 
as far as shippers are concerned? 

A. I think the psychological effect is in 
the Railway Act if we have the maximum controls in the 
Railway Act. 

Q. In Mr. Mauro's cross-examination of you 
you were kind enough to suggest that my client the 
Province, of Saskatchewan would support a continuation 
of the horizontal increase method? 

A. I do not think I phrased it just quite 
like that. I believe, as I understand it --- 

MR, SINCLAIR: Do not guess, look at it. 

MR. CARTER: This is found in Volume 107 
at page 17858 where at line 20 you said: 

"Saskatchewan, as I recall it, sir, said 

that while increases, as we both agree, 

because of changing conditions are 

necessary, they felt that so far as they 

were concerned they could not think of 

any more equitable way of obtaining the 

additional money necessary. 

"Q. Your understanding of Saskatchewan's 
position is that Saskatehewan is support- 
ing the present method because they do 
not have any better alternative? 


ys yes, that is right." 
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Well, I take it that the Canadian Pacific Railway 


Company is not suffering under the illusion that 
Saskatchewan feels this present method is fair? 

A, Well, I do to this extent, that people do 
not think any increase is fair, you know, it just does 
not apply to transportation charges alone. 

Q. Whatever the reason, I take it your 
company is not suffering under that illusion that the 
Province of Saskatchewan takes that position that it is 
a fair method. I am not asking for a comment as to 
whether it is right or wrong. 

A. Let us say the province of Saskatchewan 
think this is the fairest way because --- 

Qo Well, you have read the province's sub- 
mission, have you not, Mr. Roberts? 

AY Yes, sir, some time ago. 

Q. Well, may I refresh your memory on this, 
You may recall this from Part: III commencing at the foot 
of page 12, paragraph 33, the province sald: 

"Analyses of the method of applying uniform 

pércentage increases to all rates, generally 

referred to as horizontal percentage in- 
eoanek., and criticisms of the impact of 
increases thus applied have been made so 
often that it is scarcely necessary to dis- 
cuss the matter at any length before this 

Commission. It should perhaps be noted, 

however, that the two most serious effects 


of horizontal increases lie in the higher leve 
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of rates applying to longer distances, and 
in the detrimental effects on long-haul 
in comparison with short-haul shippers. 
Analysis of the problem is easy but a 


solution is hard to come by. The reason for 


the difficulty and perhaps the impossibility 


of finding a solution within the rate structur 
relates directly to the basic premise that 
freight rate increases must be sought and 
obtained in areas of semi-monopoly and on 
captive traffic, from which the burden cannot 
be shifted." 
You recall that being in the submission of the pro- 
vince? 

A. yes, sir. 

Q. Well, looking at this from the other 
side, may I take it that the Canadian Pacific Railway 
supports the Province of Saskatchewan in making the 
assertion which iendean in that part of the submission? 

A. I would think the C.P.R. position is 
that the horizontal percentage increase method is the 
fairest method of applying an increase, 

Q- I am well aware of that but my only con- 
cern here is to make sure the Canadian Pacific Railway i 


not under any illusion as to the position my client 


takes? 


A. No, we are not under any illusion. 
Q. And, essentially, I think you are aware 


that the position of the province is that it cannot see 
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other than the existing freight rate structure any 
workable alternative. This is essentially it, is it 
not? 

me That is right. 

Q. In other Wivedat, it is like death or 
taxes, we cannot see any workable alternative? 

A. That is what I said too. 

Q. And that being my client's position, as 
you will recall it went on to propose to this Commis- 
sion in its submission that the Commission consider 
recommending a national transportation subsidy. You 
recall that proposal? 

A. yes. 

Q. Am I to take it that yeu company sup= 
ports the province of Saskatchewan in turn in making 
that proposal? 

A, If the subsidy is to apply to the rail- 
ways we do not support it. $If any assistance is 
necessary it should be given to the people who need 
the assistance and the railway should be allowed to run 
their business as we are endeavouring to do it now. 

MR, CARTER: Thank you, Mr. Roberts, that is 
oe i gen 


THE CHAIRMAN: Mr. Frawley? 


CROSS-EXAMINATION BY MR. FRAWLEY: 
Q- Mr. Roberts, my friends have spoken to 
you so exhaustively about your Exhibit 162 that I 


think I will just ask you to clear up something that 
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TORONTO, ONTARIO (Frawl ey ) 
1 
2 made me a little curious, You excluded revenue 
3 moving from the United States origins to Canadian 
4 destinations at joint rates? 
5 Ris Well, this is based on the Board's Way- 
6 bill Study and it applies only to intra-Canadian 
‘| traffic. Now, there is some intra-Canadian traffic 
8 which moves at rates related to rates in the United 


States, the port related rates and then there is the 
lumber from British Columbia to eastern Canada and 

the fruit from the Okanagan to eastern Canada, Those 
rates are increased by whatever increase is authorized 
by the ICC in the United States and concurred in by 
our own Commission, Therefore, the 17 per cent did 


not apply to those rates and we did not include it, 


Q. Well, another instance is farm machinery 
moving from the Chicago area into western Canada; the 
Canadian portion of those rates would be increased? 

A. Into western Canada, yes, because those 
rates =<-- 

Q. That machinery moves on a commodity 
rate to the border? 

A. I beg your pardon, Mr. Frawley, they 
would not be included in this statement --- 

Q. "They"? 

A. The movement from the United States 
into western Canada would not be included in this 
statement because they were international movements, 

Q. Well, I understood, and that is why I 


asked you the question because of some -- farm 
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machinery coming from Moline, Illinois, going to Edmonton 
moves on what is called the international class rate, 
C.P.R. W-449L? 

Ber. That is C.P.R. issue, that is right, pro- 
portional rate from border points in western Canada. 

Q. But that is from the border on from 
North Portal to Edmonton, agricultural machinery, 
American origin, of course? 

A. Yer. 

Q. They do not originate in North Portal, 
they originate in farm machinery manufacturing points in 
the United States and they move in from North Portal. 

In any event, I put it to you $1.52 until the 6th of 
May when you had the effect of the second rollback and 
it was reduced to $1.49? 

As, Yes, sir. 

Q. Let me say I regarded that as a Canadian 
rate, am I wrong about that? 

A. That is a Canadian rate but the movement 
itself from Moline to Edmonton would bem a through 
bill of lading travelling on a through waybill from 
origin to destination and it would not be treated as 
an intra-Canadian shipment. 

Q. Well, what you are saying is that that 
movement, the farm machinery movement from the American 
origin into western Canada did not take any part of the 
17 per cent increase? 


As The rate which applies for the haul from 


the border to destination would take the 17 per cent, 
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Q. That is what I have been told many times 
and I thought now that I was getting it and I knew I 
was getting it from a very good source, I thought I 
had been wrong all that time, but what I have always 
understood that these farm machinery rates from the 
border around into Canadian western destination did 
take the 17 per cent increase? 

A. yes, 

Q. Then it must be regarded as an intra- 
Canadian movement? 

A. No, sir, because as I said, the shipment 
moves on a through bill of lading from Moline to 
Edmonton and on only one waybill. It is true it is 
in the United States but it covers only traffic which 
has its origin and its destination in Canada. 

Q. Well, we have that particular shipment, 
the Canadian portion taking the 17 eer cent increase 
but we have not got it in the Waybill Study so we have 
not got it in your Exhibit 162? 

Ae To that extent this does not cover that 
traffics it covers only the traffic which is reported as 
moving locally between points in Canada. 

COMMISSIONER BALCH: May I ask a question? 
It is that 17 per cent increase added on to the origina- 
ting point, the cost of shipment from the originating 
point? 

' THE WI'TRESS:. No, sir. 
COMMISSIONER BALCH: Well, supposing I put 


it this way: is the provision made from the originating 
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point to except the 17 per cent in the cost, in the 
total cost of shipment, if you get what I mean? 

THE WITNESS: By the provision do you mean it 
is applied for the transportation service from the origi 
point to the destination? 

COMMISSIONER BALCH: It would be American 
right from origin to the border? 

THE WITNESS; Yes, 

COMMISSIONER BALCH: And the 17 per cent 
from then on? 

THE WITNESS: Yes, 

COMMISSIONER BALCH: Would that be charged 
from the beginning, is it added to your American costing 

THE WITNESS: No, sir. 

COMMISSIONER BALCH: It is not? 

THE WITNESS: No, sir, the American rate, the 
United States rate from Moline, Illinois, to, say, 
Portal, North Dakota, which is the border gateway, 
it would be one rate and it would be subject to whatever 
increase might be authorized at any time by the ICC 
through North Portal, Saskatchewan, to Edmonton. Then 
we have a Canadian portion, a separate rate to destina- 
tion by the through rate and that is subject to in- 
creases authorized by the Board. 

COMMISSIONER BALCH: You said there was only 
one billing through? 

THE WITNESS: yes. 

COMMISSIONER BALCH: So the 17 per cent 


must be added on to that one billing? 
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2 THE WITNESS: Yes, sir, but only to the extent 
3] that there are transportation charges in Canada, 

4 COMMISSIONER BALCH: That is what I was trying 
5] to bring out, Thank you. 

6 MR, FRAWLEY: Q. So that we just stumbled on 
7| something, did we not, that you have not got that in 

8| here? 

9 A. That is right, but we are quite clear in 
10| our designation that this is taken from the Board's 

11] waybill Study. 

12 Q. I am pleased to have you take it and I do 
13| not think there is anything malicious about the fact, but 
14) 1 just say that all of the increases which are paid in 

15|| western Canada on farm machinery originating in the 


16| United States simply are not included in your Exhibit 


17|| 1629 
18 A. No. 
19 Q. And that goes for all the traffic origina- 


20 ting in the United States and coming into Canadian 

21|| destinations that generally travel on single factor 

22|| joint through rates? 

23 A. That is right, it does not indicate that 
24! traffic. 

25 COMMISSIONER GOBEIL: Would that also apply 
26! to traffic originating in Canada and going to the United 
27|| states like lumber? 

28 THE WITNESS: No, sir. You see, lumber from 
29! western Canada, British Columbia and Alberta, moves under 
30 || ..; a ee 
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2|| through rates into the United States and those rates are 

3] related to rates from producing areas in the United States 
4|| and the west coast and the interior, The rates are 

5|| maintained at the United States level to enable our 

6] lumber to get into United States markets, and, of course, 
7|| the increase paid, if there are any applied to these 

8| rates are increased which are put onto the United States 

9] rates, we keep our rates at the same level, 

COMMISSIONER GOBEIL: They do not show on the waybil) 

THE WITNESS; No, it would not have any bearing 
on this, if I may say so, because the 17 per cent 
increase would not apply to those rates, 

MR, FRAWLEY: Q. So, Mr. Roberts, it is not 
only a case of the farm machinery your Exhibit 162 is, 
well, shall I say, in error, you know what I mean, you 
did not attempt to cover it, it is not a mistake you made 
but in any event it is deficient in that it does not 
cover not only the farm machinery coming from the United 
States and going into western Canada but all other traffic 
originating in the United States terminating in Canada 
which moves at border combinations? 

Ay What I explained, there is a movement at 
border combinations using factors which the 17 per cent 
increase would apply to. 

THE CHAIRMAN: What would that be about per- 
centagewise? 

THE WITNESS: I could not give you a figure --- 

MR, FRAWLEY: I would not think so, but --- 


MR, SINCLAIR: Wait till he finishes. 
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THE CHAIRMAN: Would it be large or small? 

THE WITNESS: No, it is not a large amount of 
money in relation to the total. 

MR. FRAWLEY: Q. Well, let us see how 
important it is, All farm machinery that is made -- 
there is no tariff on farm machinery? 

A, No, 

Q. No customs tariff on farm machinery? 

A. That is right, and I think the reason for 
that is there is as much farm machinery, I believe, 
shipped from eastern Canada into the United States as 
there is shipped to destinations in Canada, 

Q. Yes, what I mean to say is, because of 
the fiscal policy some of the big manufacturing farm 
machinery companies make all of their tractors in the 
United States factories? 

A, That may be, 

Qe I think you will find International makes 
all its tractors in the United States whether for 
shipment to domestic or into Camada or wherever in the 
world? 

As Yes. 

Qo The tractors are made in the United States 
because there is no duty or there is no international 
line at all so far as fiscal policy is concerned? 

A. That is right. 

Q. And then that applies to any kind of 
farm machinery that is manufactured in the United States, 


it moves as freely into Canada as it moves to domestic 
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destinations? 

A. And vice versa, 

Q- And vice versa, Now, so much for 
farm machinery. Can you think at the moment of any 
other traffic that originates in the United States and 
moves into Canada on rates which are border combinations 

A. There would be a certain amount of 
machinery, Mr. Frawley, maybe some pipe now. I do not 
know whether pipe has stopped moving with the construc- 
tion of pipe mills in western Canada. 

Q. Let us think of one, of the little known 
industry known as the oil industry which moves a great 
deal of what is called oil country machinery and 
equipment from the United States? 

A. yes, 

Q. A great deal of it, perhaps too much of 
it is made down in Youngstown, Ohio, and many other 
important oil machinery manufacturing points. Now, 
that traffic moves on single factor joint through rates 
or border combinations? 

As I would say on border combinations, 

Qe Yes, because actually, Mr. Roberts, 
you do not enter into these -- for a rate to be 
established on a single factor joint through basis there 
has to be concurrence by the Canadian railways? 


A. yes, it is a joint effort. 
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Q. As a matter of fact, have there not 
been attempts in the past to have the Canadian railways 
concur in putting farm machinery from United States 
origins on single factor joint through rates? 

A, Not to my knowledge. 

Q. Have the American railways not gone 
into conference with the Canadian railways seeking to 
arrive at something better than the full class rate 
from the Canadian border through to destination? 

A, There were discussions to arrive at a 
basis, as I recall it, to meet truck competition, 

Q. Yes, there were -- so I was told, 

A, Yes. 

Q. But you people did not think you would 
go into this kind of thing? as 

A. It was not a question of not thinking 
we could go into these kind of things. It was a 
question more,as I recall it, that you had this truck 
competitive feature of the truckers coming through 
from the United States and dropping off one piece of 
machinery in one small town and another piece further 
along the line. It was a situation like this. 

Q. It was a spotty thing. You did not 
think you would bother putting in any joint 
competitive rates? 

A, I would not say we did not think we 
bother putting them in. 

Q@. But you did not? 


A. We did not, sir, because it was a 
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Situation, after discussing it with the producers, that 
we did not think we could meet, 

Q. Did you discuss it with the Hamilton 
producers and the Branford producers, and perhaps they 


did not think it would be a good idea? 


Q. You did not have any regard to that? 

A, We did not have any regard for it -- it 
was a competitive situation we were trying to meet, 

Q. And you did not meet it? 

A, No, sir. 

Q@. Do you know now that the low boys are 
coming in -= throngs of them coming in to Western 
Canada from American factories with farm machinery? 

a: Tt could be because of this situation, 

Q. I have seen them on the Calgary-Edmonton 
highway and I imagine they are on similar highways 
elsewhere, but you are still charging the full class 
rate? 

A, We would sit down with people and 
negotiate through rates with them tomorrow to get the 
traffic, but there are these situations that are 
aifficult to overcome, 

Q. Yes, until they are there, and they 
have overcome you, and you have to put in agreed 
charges? 

A, Well, we have not got agreed charges 


from the United States. 


Q. Well, I do not know «- you could put in 
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a competitive rate in any event? 

A, Put in a competitive rate without any 
assurance of getting any traffic, 

Q. But at the moment you are getting the 
full class rate on shipments of farm machinery moving 
into Western Canada from the United States -- the 
highest rate in the book as it is sometimes called -- 
from the Canadian border in? 

A, We get the sixth. class rate, 

Q. awe that rate from the border into 
destination -- it gets the horizontal percentage increase? 

A, Yes. 

Q. Now, let us look at the same kind of 
farm machinery moving from Moline, Illinois, to London, 
Ontario. 

A, That is correct, 

Q. That is a horse of another colour? 

A‘ These are through rates. 

Q. Single factor through rates? 

A, Yes, 

Q. And they get no part of any Canadian 
increase? 

A. But they take the American increases, 

Q. I would not want you to overlook saying 
that, but they do not take the Canadian increases, and 
they did not take that last 17% increase? 

A, That is correct, but they have taken 
the last increase that has been authorized by the 


Interstate Commerce Commission, and they also took the 
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previous one, X212, 

Q. That brings me to what I think is wrong 
with your horizontal percentage method, and I am not 
going to start quarrelling with it as being not as good 
as something else, Let us assume for the sake of this 
discussion -- and I assure you it is just an assumption 
-- let us assume it is a perfectly good method of 
increasing freight rates: you have that system and say 
you look at the farm machinery rates after you get the 
authorization for the 17% increase, The Western 
Canadian farm machinery moving in from American origins 
and the Western Canadian farm machinery moving in from 
Hamilton and Brantford in Ontario, they all get the 17% 
increase? 

A, Yes. 

a. 100% of the 17% increase, and on the 
farm machinery coming in from Moline and the Chicago 
area into Ontario, Quebec and the Maritimes, no part 
of the 17%? 

A, But -<-= 

Q; But they do get the American increases? 

A, That is right. 

Q. You always add that in brackets? 

x That is right. 

Q. But they do not get that last 17% 
increase where the brotherhoods waged the battle to 
get the wage award and turned it into a freight rate 
increase -- those were the agtual Canadian costs, The 


Canadian farm machinery in Western Canada paid for that 
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wage award, but all the farm machinery from Chicago 
moving into Ontario, they did not pay for that? 

A, They did not get that increase, 

Q. That is what I say is really wrong with 
this horizontal percentage method of increase -- 
however, that sounds like argument, and there will be 
@ later date for that. 

You exeluded the Crows Nest traffic from 
this exhibit 162? 

A. It did not get the 17% increase. 

Q. I would not think it did. So, it is 
excluded? 

A, That is correct, sir. 

Q. You say on page 7 that the increase in 
the rates -=<- and that is the horizontal method, which 
you think is pretty good <-- that it must create the 
least possible disturbance to the basic freight rate 
structure, So, it would be a fair assumption, then, 
to put to you that you regard the existing rate 
structure as being perfectly satisfactory except for 
the Crows Nest Pass grain rates? 

1 To that extent I think that it is 
moving the traffic of Canada, yes sir; I think it is 
satisfactory. 

Q. I was going to take you up on that 
about moving the traffic in Canada, and I suppose I 
an well start now although a little out of order 
and ask you about that. I am intrigued when you say 


it is satisfactory because it is moving the traffic in 
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Canada, 

A, That is right, 

Q. I do not know what you mean, because if 
I am a drilling company out in Alberta and I want to 
get drilling my well under some sort of limitation -- 
government or otherwise -- I have to get that drilling 
equipment in there and I have got to pay you your rates 
whether it is 2% over variable costs or 500% over 
variable costs, haven't I? I have got to get that 
well machinery in there? 

A, That is correct, but we are also 
handling the potatoes from Southern Alberta and the 
fruit from the Okanagan, and lumber from Alberta too, 

Q. Yes, I am only talking about rates at 
the moment -~ J will be talking about all of them, the 
good ones and the bad ones, I am talking about the 
rate -- and somebody said the other day, without 
looking at them -- and it may have been my friend, 

Mr. Sinclair -- that certainly there are rates which 
are a good deal over variable -- a good deal over out- 
of-pocket. So, it does not matter about the figure 

we take; we could take 100, 200 or 400% over variable, 
You say it is good because it moves the traffic? 

A, It is just such instances as that, the 
machinery, the return that is received from the 
machinery, that enables the railways in Western 
Canada, which is primarily, you might say, an 
extractive area -- the products are potatoes or wheat, 


fruit -- enables us to maintain rates which moves that 
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traffic freely. 

Q. No, no; it does not move it freely. I 
do not see what you mean when you say "freely". It 
moves it because it has to be moved, The fellow at the 
other end has to have that machinery? 

A, Sir, I am talking about potatotes and 
fruit. 

Q. Oh, I see; you are talking about 
potatotes and fruit? 

A. You might say to offset you speaking of 
machinery. 

Q. Well, that is the same old thing. That 
is the slogan I first learned from Frank Evans -- the 
boots and shoes must carry the sand and gravel. 

A, That is correct, 

Q. And that is really the heart of your 
discriminatory freight rate system? 

A, Yes, that is correct, cross subsidization. 

Q. Well, Alberta has put something before 
this Commission with a view to finding out whether 
or not we can depart from that and still keep you whole, 
That is really the issue before this Commission, is it 
not? 

A, That is right; you are submitting your 
views, 

Q. That is right, and that issue which I 
have created, I simply put to you -- and Il think you 
will be generous enough fo agree with me -- is a 


major if not ‘he major issue before this Commission? 
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A, No. The major issue --- 

Q. Apart from the Crows Nest rates. Oh, it 
is nothing compared with that, That is incomparable. 

MR, SINCLAIR: Well, we will accept counsel's 
statement. 

MR, FRAWLEY: It would be a sad situation if 
it were discovered that these famous grain rates were 
really compensatory, 

MR, SINCLAIR: It would be a wonderful thing 
if that could be shown, 

MR. FRAWLEY: Well, just wait and see, 

MR, SINCLAIR: We will certainly wait. We 
have seen, 

MR, FRAWLEY: Q. You do think that «-- and 
I will be generous enough to concede that to you -- the 
grain rates are by far the most important thing before 
this Commission, as you think, and for the sake of this 
argument I will agree, But, a very major issue is 
whether or not something on be devised to get away 
from the excessiveness of the discrimination, 

A, Well, this is the provinces' submission 
-- this is the submission of the provinces to the 
Commission. 

Q. Gertainly it is the submission of the 
Province of Alberta, and I take it my friends are 
certainly not opposing it; some of them are saying the 
same thing. 

As That is right. 


Q. But is that the best you can say about 


yaa 
ca. 


a 


te 


~-)¢ + ae 


a 
7 
@ 


; | Pia, et 

: da: cater teow eterd-eat mote rr 
A te cer 
x aidensgnoon! at dmatt steely id tw het 
prey R i. : 2 
firemges “tqpoee (iiw sw ote CRTAIIMES a 


i wr ela 


; 4, 
he bec & of bien V1 craMae am se! 


oe 
niaty aesowet sratd ted? rensrenats: mene t. 


eo . «Ym Sa srreqmo 9 vite 


oo * Qettetd tyterebrow 8 od ee oF + AT ATOMEA a ig? 


ean ‘ 
j eit + 
ai | ,awocda-ed blucs wed? 
Fa ; os 
r%, 7 4 i , ri M . % : 
ae “« - SHE Py ‘ f Fw H Tt [ i 3W 5 af Cha ate Pes | , aA t Taal 
wy) .e 3 Ve ee : ' as 
V4 aay 
’ 4 iad ts vl otad us mea | Ww tA ATM be ar oE 
ee eee er es 
~ a ; a 
7 i pay, y ‘s io "4 i an ul in ? we RAL » ip 2 a ‘ad, wis, or) ia , A 4 
ee . a) Wade ma ys 
|") srtf a. woy of tadd obednicn 0? atigaoes geo renep: od tw : ae 
¥ | ‘mn eae ae alae 
WU OTN Ded 3 i'd Jdgatdogek, dacs edd, tet ed ve Sevst tf, 3 
Bast toe si 
. etsd’ to sofee edt “ot bar ,Nekdt nog ea .ho Pantie D | 2 aide 
. . } h ye: oe Pr 
ab spect rolam yoov ® «te ,oerge Lifted ong | 
| eae Tog of beubveb: ed wae grkdd sos tow to ined os 
H “ : srr 
' ; soltsainixceht eid to sasaenlker soxe ort? ul 
vy) 


i 
6 a ny y * a . P- a ca 
| | @oleahedge ‘esontvoag sedi @L atd? ~fiew - 44 , iy i ‘ 


scit Io onennaianl odd at att 
ow 


edt. to wolsekedae eft et $r Uintad 


ers abobitt vom a mist I bow steesEA 20. 


‘| ote pazyse, ons anit 9. e908 vt antes . 
n i PSs . oA ' Pa 
a | | 


29 


30 


SFOMSHGUSE & Go, LTD, Roberts, cr.ex, LT953 
» ONTARIO (Frawley) 


it -- that it is the provinces! submission? Do you not 
think it is an important issue? 

A, It is important; it certainly is. 

Q. Yes, Now, I would like to have you take 
a look at a very well known document and much referred 
to, and that is the statement you presented to the Board 
in the 17% case, It was called originally the 19% case, 
and it was reproduced in different places, and I am 
reading from page 23 of Mr. Harries' brief, Now, I am 
bold enough to say this is the document which resulted 
in the appointment of this Commission; that is what I 
think about the importance of this document. 

MR, SINCLAIR: Is that a question to the 
witness? 

MR, FRAWLEY: No, no; that is just an 
observation. 

Q. Mr. Roberts, this document says that the 
revenue from competitive rates was expected by you to 
provide 17.67% =~ a little more than 173% -= of the 
$31 million you needed to pay that wage award? 

A, That is correct. 

Q. And it turned out to be, of course, that 
you were not able to just hit that 17.67% on the nose, 
were you? You can look at the millions, if you like -- 
the dollars you expected to get out of competitive rates 
for its contribution to the $31.5 million that you 
needed to pay the wage award, The millions were 54 
million? 


mus That is correct. 
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(Frawley ) 
1 
2 Qs But now, because of the vicissitudes 
3 of the competitive structure you were not able to get 
4 the 53 million? 
5 A, We made an estimate -~ the 54 million 
6 represents an attrition of 50%, and I would say that 
Z we held pretty close to our estimate, 
8 Q. Well, I will suggest, and most politely, 
9 the place where I think you are wrong. You fully 
10 expected and intended to apply this 17% increase to 
11 the incentive rates? 
12 A, That is correct, 
13 oO, And I think it mst be said that you 


14 continued to expect that you would apply it to the 


15 incentive rates right down after the case was closed? 

16 A, his is correct, 

ly | Q, And even after you had named the date 

18 for the coming into effect of the increased rates? 

19 A, That is correct, 

20 Q. And you found at the last minute you just 


had to realize and appreciate that you just could not 
put it on these incentive rates because you would start 
losing traffic? 

A, These are the incentive rates between 
Montreal and Toronto and out in Western Canada? 

Q. What I call ex-Winnipeg and my friend, 
Mr. Stechishin tells me there are also ‘@X=Calgary and 
ex-Edmonton too. 


Ry That is correct, 
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them on? 

A, That is right, 

Q. So, you did not put them on? 

A, That is right, 

Q. So, I suggest there, be it big or 
little, there is the place where the 17.67% was too 
high an estimate to some extent? 

A, No sir, because a situation like that 
was taken care of in our judgment in provision for 
attrition of 50% -= such situations like that, 

Q. Well, you put down the figure of 53 
million as what you expected to get from competitive 
rates? 

A, Yes, air. 

Qs And included in that was increased 
revenue from the incentive rates? 

A, Well, it was an assessment of what we 
would regeive after having applied the 17% increase to 
all traffic, and then by reason of having to remove 
all or part of it from some of the movements, we 
would still come up with the 50% revenue yield. 

Q. But, Mr, Roberts, I find it a little 
difficult to follow that plus and minus arithmetic, 
but I certainly had it in my mind that you included 
in that 54 million a certain number of hundreds of 
thousands of dollars you were going to get extra from 
the incentive rates and you did not get it? 

A, No sir, because this represents half 


of what a full 17% increase would have yielded from 
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competitive rates if we had held it. In other words, 
the full yield would be something over $11 million. 
Now, we made provisions for attrition and erosion 
which we estimated would be to the extent of 50%, so 
the yield was only 53 million dollars, Now, this 
yield took into account such situations as our 
inability to apply the increase to incentive rates in 
Western Canada, incentive rates in Eastern Canada, and 
other competitive rates throughout the country. 

Qo What I now understand from you is that 
you were expecting to get $11 million from the 
competitive rates? 

A, Well, sir, the theoretical yield from 
a 17% increase would be $11 million if we were able 
to maintain the 17% increase on all rates, 

Q. In other words, you plussed it by 
11 million and minused it by half of 11 million and 
came up with 54 million? 

A, That is correct. 

Q. Notwithstanding that estimate, how did 
the 54 million stand up as a figure? 

A, I think, Mr. Frawley, that the figure 
was pretty close -- the yield was pretty close to 
what we estimated on the basis of samples, 

Q. When you say it was pretty close, it 
was almost as good -- it was not any better? 

A, It was a good judgment estimate, 

Q. In other words, if you had increased 


your attrition factor by a little more than the 50% 
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it would have been a little more accurate, but it was 
reasonably accurate? 

A, It was reasonably accurate, 

Q. And then, the agreed charges were set 
down here to yield half a million dollars or 1 3/44 
of the $31 million? 

A, That is right. 

Q. And I suppose that was about right, 
was it? 

A, We have obtained increases and I would 
say they were in this neighbourhood, yes. 

Q. And the reason you got the increases 
was by the application of the escalator clause? 

A, No; we negotiated increases on the 
agreed charges, 

Q. When they expired? 

A, No, sir. We negotiated increases on 
agreed charges which did not carry the escalator 
clause, 

Q. In other words, you got some agreed 
charge contractors to have their rates increased 
during the currency of the contract? 


A, Yes, sir. 


--- A short receSs --<- 
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THE CHAIRMAN: Order, please. 

MR, FRAWLEY: Q. Mr. Roberts, I was 
asking you some questions about this table showing the 
estimated result of the 19 per cent increase? 

A. That is right, Mr. Frawley, We were 
discussing agreed charges, 

Q » yes, 

A. And the yield from agreed charges and th 
yields shown in the so-called yield statement; what 
we estimated would be obtained from the agreed charges 
containing the escalator clause. 

Q. That is how you get the increase in 
agreed charges, from the fact that some of the agreed 
charges contain an escalator clause? 

A. That is true, and in addition to that 
figure there have been increases negotiated in other 
agreed charges since then, so there would be no revenue 
from agreed charges than is shown in the yield state- 
ment. 

Q. Then, the final thing to look at in 
that famous statement is with respect to the item 
which was called by you people "all other freight 
traffic", and which can be translated into the traffic 
moving at class rates and at non-competitive commodity 
rates; that that traffic was expected to yield 73% 
per cent of the $313 million that you needed for your 
wage awards? 

A. That is correct, sir, that is correct, 


the 17 per cent increase applied to that traffic; that 
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was what we estimated the yield to be, 

Q. So that the efficacy of your 
horizontal percentage method of increasing freight rates 
is pretty patently disclosed by this statement which 
shows that it went on 100 per cent on the class rates 
on the non-competitive commodity rates? 

A, It was applied, Mr. Frawley, in exactly 
the same manner as in connection with competitive rates, 
but we also had to make adjustments in the normal 
commodity rates in instances, and in some instances 
traffic which had been moving at class rates, I have 
no doubt we had to put in truck competitive rates, 

Q. Just follow me -=-- 

AY An adjustment was made for that in that 
we estimated there would be an 80 per cent yield. 

Qe Yes. Now, all I am saying to you, 
again, Mr. Roberts, is that when you came to apply the 
increase which was authorized by the Board of 17 per 
cent, you were able to put it on the traffic which is 
shown on this statement as "all other freight traffic", 
and which I have described as "traffic moving at class 
rates and commodity mtes, non-competitive commodity 
rates", you were able to apply the 17 per cent increase 
completely on that traffic? 

A. Completely, Mr. Frawley, but with the 
exception that we anticipated and knew that there would 
be some attrition and erosion in that traffic, so that 
the yield, rather than being the full 7 per cent, full 


100 per cent, we estimated it would be only 80 per cent. 
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Q. Yes, but there were no, subject to the 
fact that you might have to put some of that increase 
into competitive rates, or maybe make agreed charges 
with respect to it, other than that you were able to 
put on the horizontal percentage increase of 17 per 
cent completely? 

A. Well, the provision was made for the 
move of some of the traffic to competitive rates and 
agreed charges by reason of our estimating a yield of 
only 80 per cent. 

Q. Now, just let us understand — The 
percentage of the total adds up to 100 per cent, meaning 
the whole $314 million you needed for the wage award? 

A. That is correct, sir. 

Q. As to that 100 per cent, it is made up 
as follows: first, you were going to get one million 
four, or 44 per cent from the coal and coke traffic? 

Ay That is correct. 

Qo And you were going to get five million 
five, or 174 per cent from the competitive rates? 

A. That is right. 

Q You were going to get half a million 
dollars, or 1 3/4 per cent from the agreed charges? 

A. Correct. 

Q. But. you were going to get $23 million 
out of the required $313 millions you were going to 
get $23 million or 73% per cent from the class rates 


£ 


and’ the non-competitive commodity rates? 


A. That is right. Out of $152 million 
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worth of traffic. 

Q. Yes, that is right, and you were getting 
nothing out of the grain moving at statutory rates? 

A No, sir. 

Q. And you were getting nothing out of the 
international rates? 

A. Because, as the statement shows, the 
U.S. increases apply to that. 

Qe That being so, you were required by 
virtue of this horizontal increase to which you have 
committed yourself, you were required to appay it very 
unevenly? 

A. We aia not apply it unevenly, Mr.Frawley. 
We applied it to all rates, and then had to make adjust- 
ments where we found it necessary. 

Qe You did not apply it to all rates; you 
did not apply one bit of it to the statutory rates on 
grain? 

a No, sir. We cannot, under law. 

Qo And you did not apply one bit of it to 
the international rates? 

A. Correct, because they take the U.S. ine 
creases, | 

Q. I do not mind you saying it each time, 

I think everyone understands that. You did not apply 
any of it on the international rates; you applied 75 
per cent of it to the class rates and the non-com- 


petitive commodity rates? 
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obtain from $152 million worth of traffic moving at 
class rates and normal commodity rates, we estimated 
we would obtain $23 million, 

Q. And do you think that a percentage in- 
crease method, or an increase method, an increase 
method which has to be, on your own exhibit -- this, 
after all, is basically your exhibit? 

A. Yes, sir. 

Q. That a percentage of increase method, 
which, on the face of your own exhibit, can only be 
applied in the fashion which this exhibit indicates, 
I put it to you is a completely unsatisfactory method 
of increasing freight rates? 

A. No, sir, I do not think that at all. 
We apply it equitably and obtain additional revenue 
wherever we can, 

THE CHAIRMAN: We have both your views. 

MR, FRAWLEY: Yes, Mr, Chairman. 

Qe. Now, will you look at my Exhibit 81-A. 
I would like to show you how it works out in some 
specific instances, 

Now, that is a rate statement which I would 
like to call your attention to, and I start off on 
page 1 with the ferro-alloys, and I put it to you, Mr. 
Roberts -- and I am putting this to you from the stand- 
point of the distortion in the freight rate structure 
and how it works out in specific instances -- in the 


case of ferro-alloys you have an agreed charge to 


Vancouver of $1.27? 
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A. That is correct, 

Q. And on the same ferro-alloys that a steel 
mill in Edmonton or Calgary would have to import from 
eastern Canada, that comes in on a combination rate, 

It comes in on a combination of that agreed charge 109, 
plus either the class rate or the commodity rate back- 
haul from Vancouver? 

A. That is correct, according to this 
statement. 

Q. All right, fine, So that the Vancouver 
receiver of ferro-alloys from Welland, Ontario, pays 
$1.27; Edmonton receiver of the ferro-alloys from 
Welland pays $2.82? 

A. That is correct, sir. 

Q. And we will put aside the discrimination 
which is there now: $2.82,against $1.27, although the 
haul is 700 miles -- 641 miles in your case -- shorter. 
And, putting that aside for the moment, but having 
received from the Board of Transport Commissioners an 
authorization for a 17 per cent increase, you increase 
the rate to Edmonton by 17 per cent, and you do not 
increase the rate to Vancouver of $1.27 at all? 

Is that not the fact? 

As Not in so far as the application of the 
agreed charge to Vancouver in the combination is con- 
cerned; it has not been increased. Now, to what 
extent the item 5204 of W975 was increased, well, then, 


the charges to Edmonton, Calgary were increased to that 


extent. 
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Qs To be perfectly fair, I am giving you 
the $2.82, and that is the rate as of September 28, 
1960. So, of course, the increases are all in there; 
but, we understand each other well enough that you know 
what I am talking about. Whatever that rate to Edmonton 
was, that $2.82 -<- 

Ag That is right. 

Q --- it would be increased by some part 
of the 17 per cents; in any event, you say the back haul 
portion? 

A, That is right. 

Q. But the $1.27 to Vancouver, because it 
is a contract rate, that, of course, avis not be in- 
creased? 

A. Unless under negotiation with the signa- 
tories, Mr. Frawley, and subject to the competitive 
conditions that exist at this particular time. 

Q. Well, as a matter of fact, from this 
record of all agreed charges that I have here, which 
is Exhibit 149, I put it to you that that agreed charge 
was entered into in 19553 it is a 100 per cent agreed 
charge, and the rate is $1.27. It was originally 
$1.20, and you made an increase in 1957. So, if that 
tells the whole story, and I am just taking it from 
this statement 149, then in that case you just had 
to content yourself to letting the agreed charge 
rate to Vancouver remain as it is? 

A. If in our negotiations with the signa- 


tories we found that the competition was exactly the 
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same, Mr. Frawley, that rate is making a contribution, 
I do not think we should get rid of it, 

Q. Well, now, just let me pick you up on 
that. The rate to Edmonton at $2.82; that is making 
a much greater contribution? 

A. That is true, sir, 

Q. Bu? still you put the 17 per cent, or 
as much of it as you can on this rate that is making 
a great big contribution, but you do not put anything 
on the rate that, i suggest to you, is making a much 
smaller contributions; namely, the transcontinental 
agreed charge? 

A. Because the conditions are not the 
same, sir. 

Qo I realize that, Frankly, Mr. Robots, 

I feel sorry for you; you are ina straight jackety ‘you 
cannot do anything about it. But, I say that is 
distortion in the freight rate structure, 

All right, let us go to something else, now. 

Now, we turn over to page 2 and take under 
Compounds at the bottom, motor fuel anti-kmock com- 
pound, commonly known as ethyl fluid -- tetraethyl 
lead fluid -- that goes out to Vamcouver under agreed 
charge 110 from Sarnia at $2.67, and it moves to the 
refineries in Edmonton -- and there are refineries in 
Edmonton, of course? 

K. That is right. 


RQ. And in Calgary? 


A. Yes. 
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Q. And other places there? And that goes 
out for $3.83? 

A. That is right. 

Q. And, again, because that is not an 
agreed charge but a commodity rate C.F.A. 5-J, what 
is the situation here? You get an authorized increase 
of 17 per cents you put it alli on the rate to Edmonton, 
the $3.83, but you do not put it on the $2.67 to 
Vancouver because that is a contract rate. That is 
the situation? 

A, To the extent, Mr. Frawley, that the 
combination over Winnipeg, the factor making it up, 
receivesthe 17 per cent. That is a Winnipeg combina- 
tion, again, and your factor from Winnipeg to Edmonton, 
I think, is the incentive rate item which did not 
have the 17 per cent applied to it. 

Q The Calgary rate or the Edmonton rate 
of $3.83 -- it is the same to Calgary and Edmonton -- 
what do you say about that? 

A. You see, that is a Winnipeg combination. 
It is a rate to Winnipeg, plus a factor beyond, 

Q. yes? 

Ax And the factor beyond is in item 5201 
of our Tariff W975, and I think you will find that the 
17 per cent increase is not in that range as of now. 

Q. Just a minute, Is that an incentive 
rate? 

4, at think so, six, 


Q. Oh, I. see. Well, that W975 that 
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contains a lot of commodity rates; doesn't it? 

A. It is our commodity tariff in western 

Canada. It contains both normal commodity rates and 
; competitive rates, 

Q. And it contains truck competitive rates? 

A. yes. 

Qe Starred as such? 

As That is right. 

Qu When you say that if this rate, $3.83, 
for this ethyl fluid to Edmonton was in part made up of 
a truck competitive rate factor, then it would not take 
the 17 per cent increase for the reasons that you 
and I have been just discussing a few minutes ago? 

A. In this particular instance, I do not 
think the 17 per cent increase applies im connection 
with the factor from Winnipeg, 

Q. All right. But the. factor from Sarnia 
to Winnipeg, CFA5J, that took the increase? 

A. That took the increase, yes. 

Q. Whatever the amount of the increase, 

So, you are telling me it was necessarily something 
less than 17 per cent? 

A. In respect to the total rate. 

Q. In so far as looking at the contribution 
to overhead made by those two rates; one, $3.83 to 
Edmonton, and the other one, $2.67 to Vancouver, the 
Vancouver rate took no increase because you could not; 


it was a contract rate, but the rate to Edmonton took 


as much as you could give it -- at least, the whole of 
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the rate, except the part that was competitive took 
the increase? 

A. That is correct, and the traffic is 
still moving. 

Q. Fine, And you -- what did you say? 

A. The traffic is\still moving. 

Qe The traffic is still moving, and that is 
moving because they nee anti-knock to give the people 
of Alberta good Caanlien, and for some reason or other 
they are willing to pay you $3.83 to get it out there? 

A. That is correct, and we arealso obtain- 
ing a contribution from the $2.67 from Vancouver which 
we would not otherwise, 

Q. Can you tell mé what the comparison 
between the contribution of $2.67 is making as against 
the contribution the $3.83 is making? 

A. No, sir. 

Q. But the $3.83 is making a much better 
contribution to overhead? 

A. I would say it was making a better con- 
tribution to overhead, yes. 

Q. You apply this horizontal percentage 
-- this excellent system you are telling us about -- 
you apply it in one case and cannot apply it in the 
other? 

aS We apply it in one case and we cannot 


apply it in the other; that is just one of the facts 


of life, Mr. Frawley. 


Q. That is one of the facts which are part 
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and parcel of this distorted discriminatory freight rate 
system, 

A. Faced by any business, 

Q. Faced by this iieaelas and it is the 
only business at the moment being investigated by 
the Government of Canada? 

A. Yes, but it is not peculiar to the rail- 
ways. 

Q Well, there may be cthers, as we go along. 

Now, I come to another item, and I am only 
coming to it because it is on page 5 of my statement, 
and if it were not there I would not mention it, 
because we certainly talked about it. 

If you look at page 5 you will find this 
at the bottom of the page -- that is where it should be, 
on the bottom of the page, as far as the Edmonton rates 
are conmerned, in the nether regions. Now, skelp 
moves to Vancouver for 95 cents? 

A. That is correct. 

Q. And it moves under an agreed charge and 
it moves to Edmonton where it is neededg it is an 
essential ingredient in the making of gas and oil well 
pipe? 

A. That is right. 

Q. Fine. And Edmonton pays $1.55; that is 
the best rate that Edmonton has? 

A. yes. 

Q. And, now, we look up and see what that 


is, yes. That is not an agreed charge, that is a 
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special commodity rate? 

A. It is. 

Qo SO, again, having received the authoriza- 
tion of the Board for a 17 per cent freight rate in- 
crease to pay the wage award, you take none of it from 
the 95 cents, and you take 100 per cent of it from the 
$1.55 that takes the same material to Edmonton? 

A. That is right. Each rate was put in to 
meet certain conditions, The one rate was to meet 
import competition out to the coast, and the rate to 
Edmonton and Calgary -- Edmonton, primarily -- was put 
in to meet competition of skelp coming from other 
sources. 

Qo There is not any doubt about that, Mr. 
Roberts, at all. I am talking about what I might call 
the impossible situation in which you are faced 
when the Board gives you an authorized increase and 
you have no better way to apply it than by the 
horizontal percentage method, and whem you have so 
much of your traffic, as ‘the statenent we have been 
discussing shows -=- when you have so much of your 
traffic shut off from any possibility of being increased 
then I say that when you persist in putting in the 
horizontal percentage increase where it only puts 
distortion on distortion, that you would stop. As 
the general traffic manager of the Canadian Pacific 
Railway, you would stop, and you would say, "This is 
sO patently unfair that we must find some better 
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Pa 
2 


A, Mr. Frawley, we consider and I consider 
that the horizontal percentage increase is equitable -- 

Q. You see --- 

MR, SINCLAIR: Let him finish. 

MR, FRAWLEY: Q. I will let him finish, 
certainly I will let him finish, I would always let 
Mr. Roberts finish, perhaps some others I would quarrel 
with but you finish, Mr. Roberts, 

A, We think this is the most equitable way 
of applying the increase and it applies equally and 
proportionately to all shippers, - because of 
competitive conditions we cannot obtain the increase in 
full from some traffic but in other comparable rates 
we are able to obtain at least a portion of the increas 

Q. You see, you wont agree that however 
meritorious the horizontal percentage increase might 
have been that now with this distorted freight rate 
structure with all these agreed charges coming in just 
like a blizzard every ove where you cannot put in 
any increases that are authorized, you still hold fast 
to the validity of the merit of the horizontal 
percentage method? 

A, That is right. 

Q. That, if you do not mind my saying so, 
is the issue between you and me and it is the issue 
that this Commission has got to come to grips with. 

A, It is an issue they will consider, 

Q. Just one more and I will quit, This 


is a case of examples and on page 86 of my statement 
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S1A you will find "wire, rope and strand" and there 
we find that you have a rate under an agreed charge 
to Vancouver of $1.40. I know why that is so and we 
do not have to go into that because it is there and it 
is the best rate you could get and it is just fine, 

I have no desire in the world to take that away from 
the people of Vancouver because it is there and it is 
$1.40, However, my people in Edmonton pay $2.95 for 
the same wire, rope and strand. As if that was not 
bad enough, as if the contribution to overhead was 
not sufficiently obvious, you come along with a 17% 
increase which you have just received from the Board 
and you say to the $2.95 rate "100% of that 17% goes 
on there"? 

A, We obtain what we can from every rate, 

a. And then when you come to the $1.40, 
however much it might grieve you, you say, "I cannot 
do anything about that $1.40 because that is a contract 
rate"? 

A, After having examined the competitive 
conditions under which the contract was entered. 

Q@, You do not examine anything, you look 
at it and say that it is an agreed charge and you 
cannot do anything about it, 

A, We negotiate for agreed charges and 
contracts, 

Q. Suppose that rate was at $1.40 at the 
time you got your increase, you do not waste any time 


looking at those agreed charges, that is, they are in 
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force as of the date the increase is authorized. 

A. How do you mean "waste any time"? 

Q. You know you cannot put it on, you 
cannot stop them and renegotiate? 

A, No, it is not put in as of the effective 
date of the increase but the negotiations continue: 
after that towards getting an increase if it is 
possible, 

a; That is right. Now, just looking at 
the record and we find by looking at this statement 
149 -- I was wondering if I was just wasting time in 
having this prepared as to whether it would be of any 
value but I think it will be now of value -- if you 
look at the complete record of agreed charges you will 
find that agreed charge 131 that went in in 1955. That 
is on page 11. You see the agreed charge 131, iron 
and steel articles, wire rope and wire strand from 
various Ontario origins to Vancouver and the date is 
28/7/55 -- I suppose that is July 28 -- that is 100%. 
That was a good agreed charge and its destination is 
in Vancouver, Now, it started out at $1.30? 

A, That is right. 

Q. And in 1957 on the 28 of May you brought 
it up to $1.40. 

A, That is correct, we were able to 
negotiate an increase, 

an That was a good effort, you got that 
up 10¢. However, when you got that last increase in 


1958, you could not touch it at all, it was $1.40 and 
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it is $1.40, I am calling your attention to page 61 
of exhibit 81A, That confirms what I have -- you are 
ready to agree with me that you could not do anything 
at all about the $1.40, you had to leave it as it is 
making its contribution as much as it is, However, 
you went to the $2.95 in Edmonton and put that up by 
17%? 

A, That is correct, That was the situation 
as of December 1st, 1958, I am quite sure that that 
agreed charge is included with all other agreed charges 
in which negotiations have been or will take place 
towards getting an increase, 

Q. Well, that may be, Your statement is of 
May 24, 1960, and I did file an addendum the other 
day but at least since 1955 up to date you have been 
able to -- if you have something more recent let me 
know? 

A, No, 

Q. Since 1955 to date in five years you 
have been able to get a 10¢ increase in the agreed 
charge to Vancouver and you say that that shows the 
strength of the competition, 

A, That is right. 

a. But my complaint is that you are 
necessarily, because of the discrimination of this 
freight rate structure, you are applying your 
horizontal percentage increase to rates that are 
making no contribution to overhead and not applying 


it to rates that are making small contributions to 
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overhead. 

A, May I say that if we did not have the 
contribution from agreed charges like this one we are 
discussing that the situation would be different, more 
so than is today in that we require now to get that 
additional money that the agreed charge is returning 
to us, 

Q. I suppose that is a matter of arithmetic. 
Now, Mr. Roberts, you have a little story on page 8 
about the department store and I was a little troubled 
about what your point was, I just took a couple of 
instances to see if I understand what you are saying. 
Take two things, take the first example of a mark-up 
of 100% and let us call that a piece of furniture, a 
chesterfield? 

A, Yes. 

Q@. And you have a cost of $100 and a sellin 
price of $200, a mark-up of 100%? 

A, Yes, 

Q. And take something else that could only 
stand a mark-up of 50%, let us take something in the 
clothing department, say, an overcoat. 

MR, SINCLAIR: That ¢osts $100? 

MR, FRAWLEY: Yes, and the selling price is 
$150 with a mark-up of 50%. 

A, Yes, 

Q. The wages increase and that requires a 
price increase. Let us assume wages increased 20% and 


that requires a price increase of 20%? 
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1 

2 A, Yes, 

3 Q» Then the price of the chesterfield is 
4 increased from $200 to $240? 
"9 A, That is right, 

6 Q; And the price of the overcoat is 

7 increased from $150 to $170, 

8 A, $180, 

9 Q. Now, that is the arithmetic behind us. 
10 Now, you putting to the Commission that you do not 

11 think tkeere @i111 be as much sales resistance generated 
12 from the increase from $200 to $240 as there will be 
13 from $150 to $180, 

14 A, It depends upon a demand, Mr. Frawley? 
15 Q. The elasticity of the demand that we 
16 were talking about before? 

17 A, That is reflected in the original price. 

18 Q. I do not want to know why you went into 
19 this question about the ability to take a price increasp, 
20 I would suggest that the person going in to buy the 
21 chesterfield and finding the price has gone up from 
22 $200 to $240 will have just as mich sales resistance 
23 as a person going in and finding the overcoat was 
24 up from $150 to $180. 
25 A, Well, of course, the fellow going in 
26 to buy the chesterfield would look at the price and 
27 see it is $200. He might have some sale resistance 
28 but he needs the chesterfield and so he buys it. I 
29 think the answer applies also to the $240, ra 


Q. Yes, and if he put off the purchase and 
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came back six months after and found it had gone from 
$200 to $240 he would have just as much sales resistanc 
as the man who put off buying the overcoat and found 

in the interval it had gone up from $150 to $180. 

A, We are facing things like this in the 
department stores =<-- 

a The Canadian Pacific has not started 

operating, de partment stores? 

A. Ko, sir, 

Q. Well, they hawe a little of everything 
else and I just wondered, Let us get on and turn to 
page 12 and you say there at the bottom of the first 
paragraph very boldly and courageously that if an 
agreed charge is not making 2 contribution to constant 
costs then it is terminated, 

A, That is right. Well, it should not be 
there at all if it is not making a contribution. 

Q. Well, it was there and then conditions 
change. 

A. That was the situation. 

Q. And when you discover this it ceases, 

I do not want to improve on this language which you 
wrote and which I am sure my friend, Mr. Sinclair, went 
over with a fine tooth comb but, in any event, you say 
that if it ceases to make a contribution: to overhead 
then you terminate it. 

A, That is right, sir, unless we can get 


an increase in the contract. 


a. Yes, but if you have a sales resistant 
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shipper you just terminate it? 

A, That is right, sir, 

Q. And one instance you could tell the 
Commission about was that you did something about 
agreed charges on fuel oil in Southern Saskatchewan in 
1960? 

A, Crude oil from places like Midale, 
Weyburn in Saskatchewan to Fort William, 

Q. What are you doing moving crude oil in 
Western Canada? 

A. What are we doing? We started out to 
make a dollar by moving it under this agreed charge. 

Q. You started kind of late to moving it. 

A, No, we just moved a lot of crude oil 
under competitive rates, 

o. Why did you not build the pipeline in 
the first place instead of letting the Americans do 
it? 

Ri That is something outside my province. 

Q. You have a pretty big province, you 
have the whole department. Now, looking at agreed 
charge 57, and that is an agreed charge that is worth 
looking at from the standpoint of what you can do or 
cannot do or should do. That is the agreed charge that 
earries cast iron pipes from Toronto and some from 
Trois Rivieres to British Columbia alae have 100% 
of that business so you must think that is good 


business. You have 100% of that business, have you 


not? 
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A, Yes, sir, 

Q, Under agreed charge No. 57, you made 
that agreed charge in 1953, and you have not been able 
to make one cent increase in it since then? 

* A, That is right, 

Q. There have been a lot of increases in 
cost,have there not, since 1953? 1953, that is eight 
years old, that agreement? 

A, Yes, 

Q. But you are still carrying 100% on it 
and it has not been terminated? 

A, We are, 

Q. And do you know what amount of 
contribution to overhead it is making? 

A, No, sir. 

Qo Well, I was curious enough and I took 
it out -- that is exhibit 161 now, That is an agreed 
charge where you get $118 for what you haul from Trois 
Rivieres and $1.10 for what you haul from Toronto and 
your out-of-pocket costs from Trois Rivieres are 823¢? 

A, Right. 

Q. So you have a difference there of 353¢? 

A, Yes. 

Q. I put it to you that you certainly have 
not got 352¢ now? 

A, That is right. 

Q. Do you think you are getting any 
contribution to overhead now? 


A, Yes, sir. 
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‘ 
5. 


Q. Why are you able to say "yes sir" so 
quickly? 

A, I am quite sure we are getting a 
contribution to overhead from the revenue that you 
would obtain from a carload of this material. 

Q. Let me just ask you something else about 
this exhibit: you know, of course -- and I am not 
going to read it again -- you know Mr. Barnstead when 
he was describing this exhibit on the 9th of November, 
1953, in the cast iron pipe agreed charge case before 
the Board of Transport Commissioners said that it had 
been costed on an ineremental basis? 

A, On an incremental basis? 

Q. Yes, 

MR, SINCLAIR: Well --- 

MR, FRAWLEY: Unless my friend has some very 
good reason for his "well ===" I would like to pursue 
this with the witness. 

MR, SINCLAIR: The factors are in the costs, © 
ah Mr, Barnstead meant by "incremental" is all 
explained, and if the witness wants to know what it is, 
I think tt is my duty to tell him, and, of course, he 
has the right to ask my friend, "What do you mean when 
you say Mr, Barnstead said that it was costed on an 
incremental basis?" 

MR, FRAWLEY: Q. Mr. Roberts, at page 16769, 
coming down to more recent times than 1953 -- that was 
the other day, on the 13th of October -- I read to Mr. 


Harries from the transcript when I was showing him that 
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exhibit, which was exhibit No. 8; that was Mr. 
Barnstead's exhibit 3 in the cast iron pipe case, and 
Mr. Spence was examining him, and I will read it again, 
and only because of Mr. Sinclair's request: 
"Q. Now, Mr. Barnstead, you will explain 
Exhibit No, 8. In the first place it is 
expressed in cents per 100 pounds and it 
appears to show the relationship between the 
proposed revenues and the out-of-pocket 
costs and the proposed revenues and the all- 
inclusive costs for the movement of this 
pipe under the agreed charge. 

‘In the first place, in the first line o 
the figures you have shown the revenue as per 
proposed agreed charge, which I understand 
is the rate that is fixed by the agreed charg 
of $1.18 from Three Rivers to Vancouver and 
$1.10 from Toronto to Vancouver? 

‘A. That is correct, 

'Q. Yes, Then, the next line is the 
out-of=pocket costs which are shown as 824 
eents from Three rivers to Vancouver and 73.3 
cents from Toronto to Vancouver. What do 
you mean by out-of-pockets costs? 

'A, The out-of-pocket costs are those 
costs that can be considered to vary directly 
with traffic moved, In other words, they 


are the expenses that would be incurred on 


te account of the additional traffic that would 
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be moved. 

'Q. And they don't include any 
allowance for overhead? 

'A, They do not include any portion of 
constant costs, 

'Q. Constant costs? 

‘A, (Yes. 

'Q, They are purely --- 

‘A, The figure that could be considered 
the cost of the company that would be 
incurred with this additional traffic, with 
the movement of cast iron pipe." 

Now, was I wrong in applying the adjective 
"incremental"? 

MR, SINCLAIR: You certainly were. 

THE WITNESS: I think it is in the same 
sense. 

MR, SINCLAIR: Mr. Roberts is not a cost 
man. 

THE CHAIRMAN: No. 

MR, FRAWLEY: But Mr. Roberts purports to 
be able to say what he thinks about this agreed charge, 
that it is now making a contribution to overhead, It 
made 353¢ in 1953, and he says it is still making a 
contribution to overhead. 

Q. I have some other questions to ask you 
about this. Having heard what Mr. Barnstead said, 
and having looked at the agreed charge, what is the 


allowance in there for cost of money? 
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A, I do not know, 

Q. I put it to you there is nothing in 
there for cost of money? 

A, I do not know what is behind it. 

THE CHAIRMAN: He does not know, 

THE WITNESS: I do not know what is behind 
the figures -- the components that went to make up 
the figures, 

MR, FRAWLEY: Q. Maybe it is just some 
averaging of the out-of-pocket costs -= ton-mile out- 
of-pocket costs? 

A, I do not know, 

Q. It could very well be that? 

A, This is what you are suggesting; I do 
not know. 

Q. Have you any reason for disagreeing with 
my suggestion that, first of all, it does not contain 
anything for cost of money? 

A, No. 

THE CHAIRMAN: He just does not know, 

THE WITNESS: This is not my field. I am 
not a cost man, 

MR, FRAWLEY: Q.,. Except you ventured to say 
a few minutes ago you thought this cast iron pipe was 
still making a contribution to overhead? 

vA, In evaluating the revenue that would 
be received from a earload of this pipe, which is in 


the neighbourhood of $1,000. 


Q. If you thought it was not making a 
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proper contribution, you would simply ask Mr. Barnstead{s 
office to bring his exhibit 8 up to date? 

A, After examining the situation, and we 
are doing that regularly. 

Qs But you would not be examining it from 
the cost standpoint, You would ask Mr. Barnstead to 
do that? 

Age in Yes. 

Q. And you would expect Mr. Barnstead to 
let you know pretty expeditiously -- give you a pretty 
expeditious answer to your question? 

A, He answers as expeditiously as he can. 

Q. And he does not take as long as Mr, 
Stenason took to cost the grain in Western Canada? 

AS Well, that is a different problem, 

a. That is why it is different, because in 
Mr. Stenason's cost of moving grain there is something 
there for cost of money. Would you disagree with me 
if I put to you that Mr. Barnstead seeking to justify 
the $1.18 rate from Three Rivers to Vancouver on the 
cast iron pipe was costing down and Mr. Stenason 
seeking to justify the Canadian Pacific application to 
the Government of Canada for a tax concession was 
costing up? 

A, I am not going to agree to any such 
thing like that. 

Q. I suggest to you it is perfectly obvious 
that Mr. Barnstead was costing down and endeavouring 


to show as well as he could that the cost of moving 
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1 
2 this pipe to Vancouver was low and that therefore a 
3 contribution to overhead was being made, and that Mr. 
4 Stenason's job was to show that the Crows Nest rates 
5 were not providing any revenue and were not even 
6 matching revenues? 
7 a I am not agreeing to that, sir. 
8 Q. You are not agreeing that Mr. Barnstead 
9 was endeavouring to show the out-of-pocket costs were 
10 low? 
11 A, He was endeavouring to develop the 
12 figures in accordance with the techniques used at that 
13 time, I am quite sure, and Mr, Stenason, likewise, was 
14 doing the job to the best of his ability. 
15 a And this is the pipe which, according 
16 to the statement exhibit No. 145, is returning seven- 
17 tenths of a cent per ton-mile -= seven-tenths of a 
18 cent per ton-mile? 
19 COMMISSIONER GOBEIL: Mr. Frawley, may I 
20 ask you a question? 
21 MR. FRAWLEY: Yes. 
22 COMMISSIONER GOBEIL: If a third party of 
23 consumer products would have doubt as to whether this 
24 rate is compensatory or not, would he go to the Board 
25 of Transport Commissioners and force them to investigat 
26 the rate as to costs? 
27 MR, FRAWLEY: I would agree with everything 
28 except the word "force". He would ask them to make 
29 an investigation, that is right, sir. 


30 COMMISSIONER GOBEIL: And they would have to 
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do it? 

MR, FRAWLEY: I think so. I have read 
section 334 many times, and I am always surprised By 
the fact there are really no sanctions in it; but, that 
does not matter too much and I think I would agree with 
you. 

My friend, Mr. Sinclair, has just mentioned 
something to mez: I was making an answer to you, sir, 
and I was thinking of this rate as a competitive rate, 
but this is an agreed charge and now you have to go to 
the Transport Act and you have to go those weird and 
wonderful provisions in the Transport Act that tell you 
if you have any complaint about that rate -- well, my 
interpretation of the Transport Act is, sir, that if 
I feel that that particular agreed charge is ceasing 
to be compensatory, or that for any other reason it 
should be looked into, I would like you, sir, to be 
aware of the fact that you have to then look at the 
provisions in the Transport Act, and the provisions in 
the Transport Act with respect to agreed charges, thank 
to the report of the second Turgeon Commission, when 
the railways ran away with the Commission ... The 
second Turgeon Commission started out as an attempt to 
find out why the one and one-third rule could not be 
applied to agreed charges. It already applied to 
competitive rates, but the railways came in and they 
brought people from England and made out a case they 
should have much more freedom in the making of agreed 


charges, and they have got so much freedom now that if 
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you want to make a complaint against an agreed charge 
you have to apply to the Governor General in Council an 
if he feels this particular agreed charge is not in 
the public interest -- and that is a pretty large 
expression -- if he feels that if is not in the public 
interest, then he may send it to the Board of Transport 
Commissioners to investigate, and then, if you get that 
far, if you get by the Governor General in Council -- 
and I tried once on the piggy back agreed charge, and 
I was told in solemm language in an order in council 
that it was not considered to be contrary to public 
policy or in the public interest, and I do not know 
of one instance yet where the Board has investigated 
an agreed charge, even an eight year old one that has 
not changed in the interim, However, in any event, 
in answer to the question, you do not have the facility 
that you have under section 334 if it were merely a 
competitive rate, 

MR, SINCLAIR: Mr. Commissioner Gobeil and 
Mr, Chairman ard members of the Commission, as to the 
last statement that you do not have the facility that 
you have under section 334 to challenge an agreed 
charge as being non-compensatory, I would agree. 
However, in regard ta your question, sir, it would be 
my interpretation of the Transport Act that in the 
light of section 32(6) that these agreed charges shall 
categorically -- it is used categorically -- an agreed 
charge shall be made on the established basis of rate 


making, that requires the rate under our jurisprudence 
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to be compensatory, and also subsection 3 of section 
33 requires the railways, if an enquiry is ordered by 
the Governor in Council, to show the effect that it is 
likely to have on the net revenue of the Sevabatie who 
are parties to it, 

So, in my interpretation of the law, sir, 
not only must the rate be compensatory but the railways 
have to stand the test of showing the effect on the 
net revenues, and I say that puts on them the burden of 
Showing they are maximizing their net revenues from 
the movement of the traffic, 

MR, FRAWLEY: So the record will be complete 
at this point, Mr, Chairman, I differ entirely in my 
interpretation of the meaning of the words "on the 
established basis of rate making" in subsection 6 of 
section 32 of the Transport Act. I say that means no 
more than that in making an agreed charge they shall 
follow the technical and rate making procedures laid 
down in the Railway Act as are laid down for the making 
of ordinary published rates, and if it meant any more 
than that -- if it meant all that my friend said -- 
why in section 33 would parliament have said, "where 
an agreed charge has been in effect for at least 
three months any carrier or association of carriers, 
or any association or other body representative of the 
shippers of any locality" -- you are restricted again, 
sir. 

So that my clients, the Government of the 


Province of Alberta or the Alberta freight bureau 
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could certainly not, in my respectful submission make 
any protest at all. 

MR, SINCLAIR: Well, Mr. Frawley, you have 
always said you represented not only just a group or 
an association, but that you represented all the 
people of Alberta, all the shippers of Alberta, and I 
disagreed that you represented all the people of 
Alberta on many occasions, but I certainly do not 
think you are going to suggest to this Commission that 
you have not got the right to make an application. 
Indeed, you have made them -=- you have just said SO. 

MR, FRAWLEY: Yes, and I was astute enough 
when I made the application to join with a trucking 
company, because then the trucking company came in 
under subsection (a), and it was for the very reason 
I would be quickly told I had no status that I allied 
myself under (a), 

My friend tells me what I am and what I 
ucts to be. I do not pretend to be an association 
or a body representative of the shipper. I represent 
the Goverment of Alberta which represents all the 
people in Alberta. 

MR. SINCLAIR: So that this may be shortened 
up, the position of Canadian Pacific -- and if we have not 
made it clear, I hope we are able to do so -= and it 
may be my friend and I think this is a point he should 
have clarified, and he can put it to this witness or 
to Mr. Edsforth -- the position of Canadian Pacific 


is this -- and I have not, perhaps, made this as clear 
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(Frawley ) 17990 
1 
2 as I might have done, because it is not the time to 
3 put all the position of the company before you -- the 
4 position of Canadian Pacific is this -- I am instructed 
5 to say this to the Commission -- that we have no 
6 objection whatsoever to have spelled out, if that is felt 
7 to be necessary and desirous, any rate whether it be a 
8 normal rate or competitive rate or agreed charge rate; 
ad that we must show the Board periodically that these 
10 rates are meeting variable costs and something more, 
11 Now, we would, of course, expect that the Board -- and 
12 we should have made our position clear by saying 
13 that information would be kept highly confidential by 
14 the Board -- and we would also expect the Board not to 
15 ask us to do costing in all the myriads of movements 
16 when by certain bench marks, certain tests that we have 
17 it would appear that the rate is certainly not suspect. 
18 But, we would be prepared to do this. We have always 
19 taken the position, sir, == and I have done it in this 
20 room many times -- that we are prepared to show the 
21 regulatory authority on a confidential basis what we 
22 do and how we do it as the result, and if it is 
23 necessary to have it spelled out, to have it clear, 
24 that there is any dispute as to whether it can or 
25 cannot be done now, this is our position, 
26 MR, FRAWLEY: I am sorry, Mr. Chairman, that 
27 brought all that on. All my friend is saying is that 
28 the second Turgeon Commission went too far. 
29 Now, if I may just have a minute, sir, to 


30 complete the answer to the question of Commissioner 
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Gobeil, I was telling Mr. Commissioner Gobeil that 
if you felt you would like to complain against an 
agreed charge, you may go to the Minister or the 
Governor General in Council to complain -- these 
people I have just mentioned car do that -- shippers 
or carriers — tet the agreed charge is unjustly 
discriminatory against a carrier or shipper, or places 
his business at an unfair advantage, and the Minister 
may, if he is satisfied it is in the public interest, 
refer it to the Board for inves$igation,. 

I am sorry that we found it necessary to 


get into an interpretation of these sections. 


--- Luncheon adjournment --- 
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TORONTO, ONTARIO 


(Frawley ) 

1/ 2. on resuming at 2:00: peme 

2 THE CHAIRMAN: Order, please. 

3 MR. FRAWLEY: Q. I was asking you before 
4 we adjourned at noon about some rates, and particularly 
5 I was asking you about the rates on cast iron pipe whic 
6 moves to Vancouver under agreed charge 57. I want 

7 to ask you to look at two or three more of that sort 

8 with me, Would: you mind providing yourself with a 

9 copy of Exhibit 145. There was a revised Exhibit 

10 145, but I think that would be the one you have? 

11 A. Yes, sir. 

12 Q@. If you will just run through them with 
13 me, I am only going to call your attention to a very 
14 few rates there, 

15 Would you look at page 4, the second rate. 
16 Apparently you are moving propane from Edmonton to 

17 Waterways at a rate which returns you 6/10ths of 

18 a cent per ton mile. 

19 MR, SINCLAIR: You mean you being the rail- 
20 ways or you being the Canadian Pacific? 

21 MR. FRAWLEY: You being =- yes, that is 

22 right. I don't suppose that you -=- yes, you would 

23 move it to Waterways. 

24 THE WITNESS: On the Northern Alberta 
25 Railways. 
26 Q@. You: are 50 per cent NAR? 
27 A. That is correct. 
28 Q. I thought my friend had me on the 

29 Canadian National rate there. 


30 MR. SINCLAIR: It moves on Northern Alberta. 
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ANGUS, STONEHOUSE & CO. LTD. Roberts cr-ex 
TORONTO, ONTARIO Zz 
(Frawley ) 1993 


2 MR, FRAWLEY: Well, Northern Alberta. That 
3] is C.P.-C.N. That is a perfect example of the C.P.- 
4/ C.N. Act. 

5 MR. SINCLAIR: This is a favour we did for 

6] the province of Alberta, 

7 MR. FRAWLEY: I was going to say so, but I 

8| am awfully glad you said that. The Canadian Press 

9] cannot say that I said it, 

10 Q. Now, having got that out of the way, you 
11/ are moving propane from Edmonton to Waterways at 6/10ths 
12| of a cent per ton mile, Do you think you are getting 
13 full variable cost out of that? 

14 A, Yes, sir. I am quite sure that the 

15]| costs were examined before a rate like that was estab- 
16|} lished, Mr. Frawley. 

17 Q. They were not just examined by taking a 


18 look at the bench marks? 


19 A. No, sir. 
20 Q. Something better was done? 
21 A. I would imagine that things like this, 


22| rates at this level would be carried finer. That is 
23| right, Mr. Frawley, we would examine it more closely. 
24 . Who is "we"? You and Mr. Barnstead? 
25 A. No, sir, the freight traffic officers in 
26 western Canada who publish the rate. 


27 Q@. Then, it would abide in the freight 


28| traffic department? 


29 Ax In conjunction with the research depart- 


30 ment. 
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ANGUS, STONEHOUSE & CO. LTD. Roberts, cr-ex 17994 
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Q. Is that the full research department, 
the Myers-Stenason technique, or just the Barnstead 
technique of taking a look at what it would cost to 
move that traffic? 

A. The Department of Research which is 
headed by Mr. Barnstead. 

Q. He is the head? 

A. Of the research department. 

Q. We have heard so little about him; I 
was wondering if he was still the head of the research 
department. He is, apparently? 

A. Yes, sir. 

Q. All I am putting to you about this propa 
rate -- and I hope you have lots of it moving -- I put 
it to you you are not getting the full variable costs 
if you took in the cost of money? 

A. Sir, I am not going to get involved with 
you on costing technique. 

Q. But, just by doing the rule of thumb 
method of costing, you would say that you are getting 
your variable costs as you determine them? 

A. As I said to you, Mr. Frawley, I am 
quite sure that the freight traffic officers of the 
Canadian National and Canadian Pacific in western 
Canada, in conjunction with the research departments, 
would examine all of these details before the rate 
was established. 

Q. And you say that because of that the 


rate on propane from Edmonton to Waterways is returning 
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full out of pocket cost, plus some contribution to 
overhead? 

A. Yes, 

Q. I am putting it to you that they are 
getting the out of pocket costs, being the costs that 
can be considered to vary directly with the traffic 
movedg in other words, the expenses incurred on account 
of the additional traffic that would be moved, I put 
it to you that only on that basis could you say that 
the propane moving from Edmonton to Waterways is 
returning your variable costs. You do not ebienaade 
with that? 

A. I say that the research departments 
of the railways costed this segment of traffic. 

Now, what is in there, Mr. Frawley, I do not know, 

Qo Mr. Roberts, I am only looking for 
information, and perhaps you have not inguired, but 
if you have not inquired, then, with all respect, I do 
not think you can be quite so dogmatic in your answer, 

Can you tell me assuredly that there is an 
expense called cost of money in any costing that you 
have done to determine that propane returns full variable, 
plus a contribution to overhead? 

A. I have not done the costing, sir, so I 
do not know. 

Q. Would you look at page7, and those are 
the agricultural implements from North Portal to 


Edmonton, and you see there that my people in Edmonton 


have broken that out, and they show for that part of 
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the movement, and I take it it is easily ascertainable 
from CW-449-L -- they have determined that is $1.52? 

‘A yes, sir. 

8 And i am told it is not quite up to date, 
that you have to deduct 3 cents as of May 6, 1960, the 
second roll back, making $1.49? 

A. Well, then, this, sir, is not the proper 
rate that the railway receives, 

Q. The $1.49? 

Be No. 

Q. No, you are quite right. Thank you very 
much. These rates, as the heading shows on the first 
page, do not include a reduction under the Maritime 
Freight Rates Act or the bridge subsidy, and I hope, 
also, or under the Freight Rates Reduction Act. 

All right. So, then, you get $1.52 to 
bring that farm machinery 642 miles from North Portal 
to Edmonton, which gives you a ton mile earning of 
4-7/10ths of a cent per ton mile and a car mile 
earning of 57 cents. In other words, that is the 
full class rate? 

A. Yes, sir. 

Q. That is the full class rate. Can 
you tell me how many times out of pocket cost that 
rate is? 

A. No, sir. 


Q. Several times out of pocket cost, I 


would suppose? 


A. It would be well above out of pocket cost, 
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Q. Will you look on the same page to the 
steel sink cabinets, being also an importation from 
Canton, Ohio, moving from North Portal to Edmonton at 
a rate of $2.60, and ton mile earning there of 8.287 


cents. 


That would be pretty good ton mile earnings 
wouldn't it? 

A. That is a pretty good ton mile earning. 
Of course, there is only 14000 pounds in the car. 

Q. yes, That would be as good a ton mile 
earning as you would have, 

Pas It is a good ton mile earning, yes. 

Qe I wonder what you are trying to do there? 
Are you trying to favour the local manufacturing, the 
Canadian manufacturing of steel sink cabinets against 
the United States import by having them pay the full 
class rate on these American imports? 

a. Well, these are the rates that are pub- 
lished in the tariffs, Mr, Frawley. There is no 
question of favouritism, or anything like that. 

Q. No question of favouritism; you make 
them pay the full class rate? 

A. That is right. 

Qo Perhaps here is something I will ask 
you. Do you make similar movements from Brantford, 
Hamilton, Toronto, Montreal -- wherever these things 
might be assembled or built in Canada -- do you make 
them pay the full class rate? 


A. I don't know offhand what the basis of 


. pen 7 cep nl ', fi ; Ke i 7 ‘ 

Pate @ ¢ he ange a ont 

i i im me.) bi ome 

NF ths “a notdadcogme na ona pated ” | 
M ie i a AA, en ay ee A 7 


eee Pa ican od Rens ichdh Atv0K non? ymtyou cota 


<— 


ie ie BB ny 8 to eters gaks ny we o thm not ins We. St. ‘to 
ioe | j 7 


fe) ' ‘ oy F 


ei 


hie itor aot wuGy veeerq od “Bewow seat 
3 I oy i, fe a | ] i 


; 


: it f - J . . y ve é ; 
2M itm -_sBelbine afin aod beog yeeetg a et saat +" Me ‘ 


wt i. Mie sO A Pa 7 
ot BR yr a ape eye al , a ; 
tao Sed mt ebewog COOEL yigo wf sredé omg 3 ee. Ss 
i 1 i ‘we es aM, 
'+ @i2u og # Boog ee od blyow tant ,eay in , a aye 
a ‘ bY y ts ‘ ay y a 


(Tie alam aot Hoog eek ar a > 
iy woes Ge Loy Tadw wehnow T 7”) y 
y 4 a aN } 
ae a 3 satixuteaionwem Iasat ait YNOVET. oF antys es ork 
Ai Ta, iN, ‘ as ys 
UO, Ne ee + Bolas ey, val Sate 
4 Pations stonidag aale Leats (Bethan ie cum nathan a 


© 
Fae | 
at 
£{ 
a 
& 
< 
= 
rie 
& 
aieal 
a 
eS 
an tad 
® 
fy 
=) 
: 
Sy 


| =duq x6 dant meter end o4m seed? few A 


bead 


: ie bas 
ted? extt auistyse ad yma atdtwover te so ithenp “4 

' Na , p. 
Nam HOY sMaLT Lovey s nottnenp bit a ob i, es 


" On ef Sriedt i debit Pa eTibcat ons ml bedunt De 


re u ot tetan ‘onale ta ese use “6 ny i 


aA 


vse fiw I wariniheciett at ered aqui 


beat ane wort snguovon wR) ats len soe Bale Bae 


/ (ta tas obpdd teve aoe —- ia van, 


* = : i on Mi , 


ANGUS, STONEHOUSE & CO. LTD. Roberts, cr-ex 17998 
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2 rates are published in Canada on the steel sink cabinets. 


3 Q.- Well, I don't either, If it turns out 
4 that it is some sort of an exception rate, something 
| 5 else other than a class rate, would you perhaps say 
6 why you choose to assess the full class rate on the 
7 American import and not on the Canadian manufacturer? 
8 A. Well, this is, of course, hypothetical. 
9 I do not know what we have published, but there may be 
10 lower. rates due to truck competition from eastern 
11 Canada. I cannot say offhand. 
12 Q. Well, if there were lower weneke rates 
13 from eastern Canada, why voukdnert there be the same 
14 truck rate from North Portal? 
15 A. It does not necessarily apply. 
16 Q. Going back to farm machinery there, just 
17 two lines above, I suppose you know offhand, or maybe 
18 Mr. Miller can tell you, what do you move farm 
19 machinery from Hamilton to Edmonton at? What kind 
20 of rates? 


A. Column 40, 
Q. And what is this column? 
A. This would be column 40 also. 


Q. In other words, there is no difference 


there? 

A. No. 

Q-. The farm machinery out of Hamilton is 
paying no less on any basis -- ton mile, car mile, or 


published rate -- than the imports that come through 


North Portal, Saskatchewan? 
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ANGUS, STONEHOUSE & CO. LTD. Roberts, cr-ex 17999 
. Oo ARIO (Frawley ) 


t A. That is right, relatively. 

Qe Well, relatively. You mean allowing 
for mileage? 

A. That is right, sir. 

Q. All right. 

Now, will you look at page 8. There is just 
one on page & that I want to ask you about. That is 
iron and steel ingots moving from Hamilton to Sydney, 
Nova Scotia. You are getting about 8/10ths of a 
cent a ton mile there? 

A. Well, the Canadian National are there, 
Mr. Frawley. 

Q. Yes. And you would not like to say 
whether that is returning full out of pocket costs 
plus? 

A, That would be up to the Canadian National 
to answer, sir. 

Q. Do you keep a check on them from the 
cost standpoint? 

A. From the cost? 

0. Yes. If you thought, for instance, 
that they were, by charging that rate of $12 a long 
ton, that they were not getting, in your view, full 
variable, have you any way of checking that? 

Ave Well, we could measure it against our 


own costs, Mr. Frawley, yes. 


Q. I suppose you do a certain amount of 


watchdog work in that way? 
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ANGUS, STONEHOUSE & CO. LTD. Roberts, cr-ex 18000 
TORONTO, ONTARIO (Frawley ) 


A Well, we watch what rates are published 
in the tariff, yes, 

Q. That is all I think I want to ask you 
on that exhibit, Mr. Roberts, 

Mr. Brazier yesterday was showing you a sheet 
from the Canadian National Tariff No. W950 which 
publishes the incentive rates between Calgary and 
Edmonton, You saw that yesterday, I think? 

A. Yes. 

Q. Well, now, there is a rate there of 30 
cents for traffic loaded in boxcars with a 24000-pound 
minimum, You publish the same rates; don't you? 

A, That is right. 

Qe Can you tell me whether or not the full 
variable -- I assume that those rates return variable 
costs plus some contribution to overhead? 

Ay wes, *81f, 

Q. And can you tell me whether or not this 
is full variable in the sense that it contains as an 
expense something for the cost of money? 

A. I would say yes, sir. 

Q. In this case you =--- 

A. I would say yes. These are normal things 
to include in cost figures. I do not know exactly all 
of the components that go into costing, Mr. Frawley. 

i You say they are normal things to include. 
What I was wondering -- is there a degree of certainty 
or uncertainty in your mind? You are not able to say 


whether or not some of these other variables that I 
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ANGUS, STONEHOUSE & CO. LTD. Roberts, cr-ex 18001 
TORONTO, ONTARIO (Frawley ) 


brought to your attention contained an item for cost of 
money? 

A Well, you went back to Mr. Barnstead's 
exhibit in 1953, sir. Now, I said I did not know about 
that one. 

Q. I see, But you feel as of 1960, and 
these rates having come into force -- when did these 
incentive rates come in? 

A. April 8th, I think it was, 1957. 

Qo Yes. In any event you feel now that 
with the more recently developed costing methods that 
there is something now in the costing job that you did 
for the 30-cent rate between Calgary and Edmonton -- 
there is something there for cost of money? 

A. I would say that the costing techniques 
are being refined all the time, Mr. Frawley. 

Q. Oh, yes, they certainly were refined when 
they got to costing the Crow's Nestgrain rates. 

MR, SINCLAIR: I think, Mr. Chairman, I 
must intervene here. The witness has said he is not 
a cost man. He has said that over and over again, My 
friend also knows that in the coal rates that 
antedated these rates by quite a period his clients then 
and my client had many, many discussions and this whole 
question of cost of money was fought out as hard as 
we could fight it out at that time, and it was included 


as an element. 


THE CHAIRMAN: Well, this witness says he 


doesn't know. 
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MR. SINCLAIR: And that was away before 1957 
or 1956 or 1955 or 1954. It gets back, if my recollec- 
tion is right, to about 1951. 

MR, FRAWLEY: What rate are you talking 
about? 

MR. SINCLAIR: It is the rate between certain 
shippers that you were asking for as to the cost levels 
on the movement of coal. 

MR, FRAWLEY : Of coal, certainly. I didn't 
hear you say coal, That was when Mr. Ford K. Edwards 
came up and made some submission, Oh, yes. I am quite 
well aware of the cost that was in there, The cost 
that first went ins the cost that was put in a brief 
filed with the Board of Transport Commissioners was 
4.25 per cent, and the exhibit very plainly said that 
was because when you looked at the requirements formula 
it worked out at 4.25 per cent. That was the cost of 
money that was put in. 

THE CHAIRMAN: I have no doubt we will have 
more on that --- 

MR, FRAWLEY: Well, Mr. Chairman, I am just 
trying to be fair. I am always trying to be fair -- and 
you can sit down now that you know I am going to be fair, 
Mr. Sinclair. 

Later on, when Mr. Parr got into a discussion 
with the railways about the 4.25 per cent, and some 
question was raised about that, then Mr. Barnstead, the 
same Mr, Barnstead, advised Mr. Parr that it was not 


going to be four and a quarter, it was going to be 
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ANGUS, STONEHOUSE & CO. LTD. Roberts, cr-ex 18003 
TORONTO, ONTARIO (Frawley ) 


six and a half per cent, In the face of objection, 
they were just going to make it six and a half per 
cent that they would give us, 

It was before the Board, yes, but it petered 
out as a result of the cost study which Mr, Barnstead 
made, with a certain amount of supervision from Mr. Parr, 
and Mr. Parr protested against that kind of rate for 
cost of money. The Canadian Pacific said, "If you 
don't like 443 it is going to be 63." 

MR, SINCLAIR: I think the important thing, 
Mr. Chairman, if you want to be fair, is that Alberta 
at this time were able to agree with the Canadian Pacific 
on a costing technique and to arrive at a figure which 
included an element for the cost of money. 

THE CHAIRMAN: Well, we will hear much more 
about this subject again. 

MR, FRAWLEY: Q. Now, Mr. Roberts, would 
you please turn to page 13. - Now, you flake the point 
there that captive traffic does not exist. I mean, 
by paraphrasing what you say, that is it? 

A. That is correct, sir. 

Q Captive traffic does not exist. What 
do you think about brick trying to get into Hamilton 
from Medicine Hat, Alberta? 

A. Brick trying to get from Medicine Hat 
into Hamilton? 

Q. Yes, 


MR, SINCLAIR: What kind of brick? Roman 


brick? 
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ANGUS, STONEHOUSE & CO. LTD. + ora 
TORONTO, ONTARIO one SS, cr-€x 18004 
(Frawley ) 


MR, FRAWLEY: The brick expert! Roman 
brick. 

Q. Yes, Mr. Roberts, you and I had a lot 
of talk about the Roman brick we make in Medicine Hat. 
we would like to get into eastern Canada to back up some 
of the Pennsylvania, Kentucky, Ohio brick that comes 
over? 

A, That 3 correct, 

Qo And you gave us a concession on that rate, 
and I hope it is moving a lot of brick in, but I am 
simply suggesting to you that brick from Medicine Hat 
to Hamilton is traffic captive -- I won't even say 
to the railways -- it is traffic captive to the 
Canadian Pacific Railway? 

A. Not to exploit, though, as we will. 

Q. But, supposing you just, as my friend 
Mr. Cooper said to you yesterday -- I was interested 
in Mr. Cooper's suggestion to you because I had al- 
ready put brackets around aad expression "to exploit 
as they will". 

Stopping the sentence there; "People who 
attempt to make this distinction do so on the assumptio 
that some traffic is the particular and exclusive pre- 
serve of the railways to exploit as they will ." 

Now, you do not want to discuss it perhaps 
on any other basis than the full sentence; that is, with 
the words "to exploit as they will" added on. That is 
the way you really want to discuss it? 


A. well, Mr. Frawley, as I said yesterday, 
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ANGUS, STONEHOUSE & CO. LTD. e ¥ 
TORONTO, ONTARIO Roberts, cr-ex 18005 
(Frawley ) 


and I think it ws yesterday, to Mr. Brazier, there is 
no such thing as captive traffic, because if the rate 
is getting too high by rail there is an alternative 
mode of transportation. They use it, or they will use 
a substitute product, or they will use different 
sources of supply. 

Q Yes, But let us first get what you 
mean in this sentence, I have no right to take those 
words out, because you wrote them, but will you discuss 
it with me on the basis, as if it read: "People 
who attempt to make this distinction do so on the 
assumption that some traffic is the particular and 
exclusive preserve of the railways." Stopping there? 

A. Yes, sir. 

Q. Are you willing to discuss it with me 
stopping there? 

A. yes, sir. 

Q. That means that you say we are under a 
mistaken assumption when we assume that some traffic 
is the "particular and exclusive reserve of the rail- 
ways"? 

A. I consider so, sir. 

Q. All right. I ask you again about Mr. 
Sissons? brick trying to get from Medicine Hat to 
Se iteca: How could he ever get it there except on 
Canadian Pacific? 


Rs He could get it there presumably by 


truck, by some level of rate. 


Q. It would not move by truck, thoug, 


— 


af wana aekaed cabs 
ang rey re a A : ea J 
‘h ote ont ue paunned | corttans evnegee as 


® 
- Y ar \ 


ae avvpaisiere! ne at ered ther ce gait a 

A | "oa ‘rite vode tO 9s eal) gent told stroqnica’ } tor eben 
a 4 eats j j Piss i 
“ery rai y i c 
. Ue WN hice Sh ean ithe oat «xo doupene rata esi 
rs we 7 LLP j Ni | f My ; 
et Ge Mee at oe oA oetaque td) ssotwos 
Ute A AA | ok | an 

a Way Be ps mY oof a j AG 

| 6°) gos acts deg tankl em cel ca ©) eS" yr ry 

b : ane ' of a - vi " 

‘ Late eh AG ne 


“ pgodtt eatat oF Bey 


ake om ovak TD ,sonetnes | atay nd: need h | 


A 'gegine Eb wou fiw ud .modd stow voy eebroed: 809 etre 


; a, ih 
hy eh gos Tt" thaex vf 4% on (aiead Snes Fo sen ude 3 
ai haa pee a ee mh 
ott ao of Ob @aoktonttelh aldé ofan oF ait con 


‘oye om frwors iM , ee aN ftoy eae To VEPs sq evtubioxe wk 4 * 


' 
F weet ae b ilee Ps £) oY go? 46) Wy oe Bg Lt V4 ery . 2 ; 
9 y i 
| ronoms 4h 
gah 
"Pe ,a82 oA 
no > uw) ers ow q pi a BY ¥ ; 4 He ae Ont tan? io ip ; R 
% ; ie ff 
otters once dead oaitoas ow ned tote yore ne seit 
) | | » BP eon x ) Teed ; Saal 
«fear oa? to swrewe”e? Svlenles? DAS SBLeote Cae fe a 
he Poe's, | 
i a 9 yb J ' ee aa f 
“ a zo ,O8 " ane AE 0 | td, ie A iw si . i 
i : i ryan s. te 2 ik f a , 
aM toes ALBRS BOY Wess tiga ' PT 4 
m i i 3 ot ) 
M 


of sak yea acts gla tea of hae 


rpAs) ‘| Lid 
NERY i) 


“Sqenne stodt Oe” tox nave a biwes woud 


od 


4 f { 
“ n vie > 
ee, a 


oy es du oapaels E 


nies ie rad 


ANGUS, STONEHOUSE & CO. LTD. Roberts, cr-ex 18006 
TORONTO, ONTARIO (Frawley ) 


Supposing it is not attractive to the truck at alls 
that is an economic fact of life, that at the moment 
it is not attractive to the truck? How could you 
get the brick in the quantities necessary to get it 
into Hamilton? How could you get it in trucks? i 3 
do not understand, There are some things that are just 
not reasonable, Mr. Roberts. 
AY The brick does move by truck, Mr. Frawley, 


in large quantities, 
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Q. All over Alberta it moves by truck, 

A, But in addition to this the producer 
is in Alberta and the Eastern Canadian market is a 
great distance away, Now, the range of his market 
normally would be within Western Canada and we 
endeavoured to help him to move out into Eastern 
Canada with a particular type of brick. 

Q. All right, I will grant you that but 
are you saying he should not be trying to get it into 
Eastern Canada? 

A, Well, so far as the brick is concerned 
it is not a question of he should not be trying, it 
is a question of what would be his normal market for 
brick. In this particular instance we endeavoured to 
assist him in getting brick beyond his normal market 
because, after all, brick is manufactured in Eastern 
Canada too, 

Q. I am accepting all of these conditions, 
His brick moving from Medicine Hat to Hamilton, is it 
not captive to the railway? 

A, Well, if he had to get it down there, 
If it was a question of this was his only market there 
would not be any other way of getting it down there, 
he would not establish a plant in Medicine Hat or 
Radcliffe to take care of Eastern Canada. 

(I of course, he was the only brick plant 
in Canada, was he not, making roman brick? 


A, I think there was in Montreal, but the 


type is not as good. 
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Q. Naturally, it would not be as good, My 
Suggestion to you -- do you recall at the time of our 
negotiations that this plant at Medicine Hat was the 
only one making roman brick in Canada? 

A, I would accept that. 

Q. And he had what everyone thought was a 
legitimate desire to push some of the roman brick from 
Kentucky and Pennsylvania, some of it anyway, and he 
went to you for a rate? 

A, Yes, 

Q. And you did give him a concession? 

A, Yes. 

Q, And all that is in the record. All I 
am getting back to is the meaning of "captive", All 
I am putting to you is that Mr. Sisson's brick was 
captive to you? 

A, Insofar as the Eastern Canadian market 
is concerned I would agree with you but his normal 
market is in Western Canada, 

Qe All right. We have a slight concession 
insofar as his market in -- well, that is about the 
only traffic, I do not know whether you got any more 
or not but you do not get too much traffic out of 
Medicine Hat except that you do down to those low, low 
truck competitive rates and that is how you move the 
brick out of Medicine Hat going into all the 
construction jobs in Alberta? 


A, It may be in Alberta but there is also 


Saskatchewan and Manitoba to consider. 
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Q) And I suppose Mr, Sisson has moved 


some brick into Saskatchewan and Manitoba? 

A, I would imagine so, 

Qe How do you think he gets it into 
Manitoba? 

A, By rail, 

Q. By rail? 

A, And some by truck, 

Q. Do you think he was moving any 
quantities of brick from Medicine Hat into Winnipeg 
by truck? | 

A, Well, I do not know. 

Q. How about traffic up on the N.A,R,.? 

How about the traffic from Edmonton to Waterways, that 
is not very vulnerable to truck transportation, is it? 

MR. SINCLAIR: With all due respect to my 
learned friend, we are not here to answer for the 
N.A.R, and the witness in the box has no control over 
the N.A.R, If Mr. Frawley wants to deal with the 
N.A.R. he had better subpoena the chief traffic officer 
of the N.A.R. We are not answering for the N.A.R.,, 
Mr, Chairman, 

MR. FRAWLEY: My friend is not answering for 
the N.A.R. Now, that is the first time -- the N,A,R, 
is our own Alberta railway and he now says if I want 
to know anything about the N.A.R, I have to go and talk 
to Mr. Cooper about it or whoever is the Canadian 


Pacific or Canadian National nominee at the moment, 


MR, SINCLAIR: We are presenting the position 
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of Canadian Pacific and we are not presenting the 
position of the N.A.R, They have their own board of 
directors, their own traffic officers, 

THE CHAIRMAN: Well, we med not waste time, 
if the witness knows anything he should tell us, because 
the Commission wants to know. 


MR, SINCLAIR: He has never worked on the 


MR, FRAWLEY: Well, if that is the attitude 
of the Canadian Pacific Railway and the Canadian 
National -- although I have not heard from them but I 
imagine they will take the same point of view -- I 
cannot say anything else about the N,A.R., I certainly 
do not intend to bring Mr, Cooper, if he is still there, 
down from Edmonton to discuss the N.A.R. I will leave 
it to the Board that they might look at it and find this 
word "captive", this being a limited definition of 
captive that the Canadian Pacific officers are giving, 
whether or not that Ne present on the N.A.R, that runs 
through hundreds and hundreds of miles of muskeg to 
get up to Waterways from Edmonton, 

Q. Now, page 14, you make the statement 
that because the competitive traffic is more pervasive 
in some areas than in others that that does not mean 
in any general revenue cases this traffic is being 
called upon to bear an unfair burden or unjust 
proportion of the increase. 


A, hat is right. 


Q. I put it to you that the facts demonstrat 
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quite the opposite that it was demonstrated in the 

17% case, confirmed by the exhibit which you yourselves 
filed, that the traffic is being called upon to bear 
burdens in disproportion one kind of traffic against 
the other, 

A, No, sir, because in my estimation this 
Simply indicates that the revenue yield so far as the 
17% increase was concerned in terms of dollars, there 
was as much came from Ontario and Quebec as there was 
from Western Canada, 

Qe Exhibit 162? 

A, Yes, sir. 

Q. You are talking about it area-wise, 
region-wise, and I am talking about it traffic-wise and 
I am saying traffic-wise the statement shows there is a 
obvious disability in the contribution made "by . 
various traffics, 

A, The different types of traffics, that 
is correct, Singin i oe versus normal but the fact 
remains that dollar-wise this statement shows, 
exhibit 162 shows that the Omtario-Quebec territory 
contributed in terms of dollars as much as Western 
Canada. 

i Well, that is no great surprise to you 
looking at the industrial complex in Ontario and Quebec 
When you look at the population figures you would be 
greatly surprised if the dollars were not more in 
Ontario and Quebec than in Western Canada? 


AY How do you mean? 
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Q. You point to this exhibit as showing 
an absence of disability when you are speaking of this 
Situation region-wise? 

A, Well, I gave some figures to Mr. Mauro 
yesterday and put them in the record but so far as the 
revenue in relation to the service performed --- 

Q. What does that mean? 

A, Well, service performed is revenue ton- 
miles, that is a measure of service. Taking the traffi 
within the West and Ontario and Quebec to the West the 
revenue in relation to service performed in terms of 
ton-miles, the revenue was $1.00 for every 51 ton-miles 
of service within Ontario and Quebec, From the West to 
Ontario and Quebec the ratio was $1.00 to every 50 ton- 
miles of service, 

Q. Is that all composite on this exhibit 
162? 

ae It is taking the types of traffic that 
I mentioned here, it is just normal I am speaking of. 

Q. Well now, I find looking at normal on 
exhibit 162 that the normal traffic within Ontario 
and Quebec produced $231,000, This is just a sample, 
of course? 

A. That is right. 

Q. And the traffic -- the same traffic within 

the West produces $373,000? 

A. Correct. 

Q. But the next column, I call to your 


attention the revenue within the West at normal rates 
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represent 41.9% of the total while the same 
amount of revenue within Ontario and Quebec only 
represents 26.1% of the total. 

A, That is right and what I am saying to 
you is that all the West is paying relatively for the 
service performed is exactly the same as the East. 

Q. But I say that the proportion of high 
rates, we will call them relatively high rates, normal 
rates, certainly higher than competitive or agreed 
charges, I say in the West the percentage of those 
kind of rates to the total is 41 as against 26. That 
is what we have been talking about. 

A, The percentage of normal? 

Q. "Yes, 

A, In relation to the total normal? 

Q; That is right. 

A,  Revenue-wise it is 41%, 41.9%. 

Q. That is right and in the great big 
provinces of entlitvic and Quebec which I think has two- 
thirds of the population of Canada the percentage of 
these high rates is only 264? 

A. Yes, and it pays in performance for the 
service it receives. 

Q. I suppose they are all paying for the 
service they receive in Ontario and Quebec as we do. 

I simply point out to you something that confirms what 
we have been pointing out to you that in the West these 
class rates and non-competitive commodity rates are 


more pervasive in Western Canada than Eastern Canada? 
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| 


moving at 


18 -- you 


you say: 


(Frawley) 


A, There is a larger segment of traffic 
commodity rates in Western Canada. 
Q. Now you, of course, point out at page 


have some figures drawn from exhibit 162 and 


"It will be seen from the foregoing 
comparisons that the percentage of increase 
paid by the various regions on the average 
was approximately the same," 

A, That is correct, sir, 


Q. Well, would you just take a look at 


another one of them? I do not suppose it matters very 


much but take the compilation at the bottom, the 


summary at the bottom and you have @ figure there of 


-- take anyone of them, take this figure within the 


West and you show there that within the West the 


percentage increase in revenue was 11.1%? 


up by the 


A, Yes, sir. 

Q. Now, am I right when I say that is made 
15% -- line 7? 

A, Correct. 

Q, The 12.3% -- line 17? 

A, That is right. 

Q. And the 0% -=- line 27? 

A. That is right. 


Q. Well, that is where you get 11, you get 


1l very quickly from 15 and 7 when you have OZ on 


agreed charges. I put it to you that that is the only 


way in which you can refer with any satisfaction to the 
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fact that the increase in the West is not above 
average or is reasonable compared to the rest of the 
country. You have no increase in agreed charges, 

A, The fact remains that in total the 
revenue resulting from the increase in Western Canada 
was $63,000 or 11.1% and from the increase within 
Ontario and Quebec it was $65,000 or 11%. 

Q. Yes, but the increase if it had not 
been for the decreased figure rate of 27 you actually 
get a lesser revenue from your agreed charges between 
those two dates and that would obviously, as a matter 
of revenue, cut it down. I have no desire to pursue 
it any further, Mr. Roberts, I just felt that perhaps 
that had not been sufficiently recognized that the 
absence of any agreed charges would necessarily work 
to bring it down, 

Ax If you look at line 14 you will see the 
return from competitive rates within Ontario and Quebe 
was $34,000 and within the West was $17,000, 

Qo Yes, because there are more of them, 
there is a great volume of traffic in central Canada, 

As It shows there is increased revenue 
being obtained from those competitive rates. 

Q. I do not think there is any one bold 
enough to say that they were not. Now, would you turn 
to page 22 and you make a point right at the top of 
the page talking about horizontal percentage increase 


with hold-downs you say: 


"Tn addition, this method would result in 
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Some traffic that could take the full 

increase not doing so ---" 

I want to call your attention to those 
words, "that could take the full increase not doing 
so", Now, it is basic to you, is it not, that certain 
traffic can take an increase and, therefore, should 
take an increase, 

A, That is true, it should bear its 
proper proportion. 

QO. Regardless of the fact that before you 
approach them to put the increase on you find that 
they are making excessive contributions to overhead, 

A, I say that they are not making excessive 
contributions in the light of the rate structure 
reflecting the value of service to move the different 
types of traffic that we have to move in Canada, 

a That is the way you. put, Mr. Roberts, 

I say that they are excessive in terms of percentages 
of overhead and dia I use the word "excessive" I only 
mean it in the sense that they are relatively excessive 
contributions to overhead. You say if the furniture 
ean absorb big increases without appreciable falling 
off in sales of traffic and you say to just let that 
traffic take the full increase. 

A, I think that is the proper approach 
to keep basic material moving. 

Q. And you would say that even if the 
increase was 300% of variable costs? 


A, I would say if the traffic was moving at 
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the rate before the increase we should at least attempt 
to get the full increase on that traffic. 

Q. And you say that, you say it should take 
the full percentage of the increase and that you should 
make the 300% on variable cost, 325% and perhaps the 
next one is 350%, There is no limit at all so long as 
you say that traffic can stand it without falling off 
in revenue, 

Bs Yeay airs 

a. And you say because the traffic moves 
freely. 

A, That is right, sir. 

Q. And I say to you if the furniture store 
in Edmonton needs furniture that they have simply to 
go to you to get it through or the people of Edmonton 
will go without furniture and still you say it moves 
freely? 

A, It moves in accordance with the demands 
of the market. 

Q. But all that does is, it means: that the 
furniture importer simply adds on that extra freight 
cost to the consumer and the people of Edmonton going 
in to buy have just that much higher rate of revenue, 
that is, the freight rate you have put on 100% on that 
particular traffic. 

A. And other factors? 

a. What other factors? 


A, Well, wages, cost of materials, it is 


not all transportation. 
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Q. But if he pays you 174% because you have 
had to pay a wage award and so on, if he pays you 17% 
on the laid down cost of his furniture then he passes 
that on to the people who come into his store in 
Edmonton, 

A, And the same way he puts it on when the 
wages go up, 

Q. Yes, but it does not bother you for a 
minute that side by side with that situation you move 
hundreds of thousands of tons of traffic on agreed 
charges and get your one cent to each ton-mile and no 
increase? 

A, We are always endeavouring to maximize 
our revenue, We are, of course, working to get agreed 
charges, do not say it is not bothering us. 

Q. Just let me take you up on that last 
statement. You are always endeavouring to maximize 
your revenue? 

A, Yee: 

Qe And as far as I am concerned with this 
situation,I think, as disclosed today, you are 
maximizing it at the expense of the class rate and 
non-competitive, are you? 

A, No sir, I would not agree with that. 

Q. Now, let us go to page 31 where you refe 
to what the Canadian Electrical Manufacturers 
Association put forward and you say you could not 


accept their suggestion of a graduated percentage 


increase, You say: 
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"As I indicated earlier, there is no 
regular pattern of taper in specific commodit 
rates, competitive rates and agreed charges," 
You say because of the rate of taper not 
being the same you could not accept the suggestion of 
the Canadian Electrical Manufacturers Association. 
That is right? 
A, That is right. That is one of the 


reasons, Mr. Frawley. 
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Q. But you are increasing competitive rates 
every day and every week by a variety of percentages? 

A. Depending upon what we can get. 

Qe Of course; by a variety of percentages 
as dictated by the forces of competition? 

A. But originally we can have a flat increas 
-- we try to get a flat increase, We may get 10 per 
cent. We may be able to hold 10 per cent or 6 per 
cent. 

Q. Well, I will give you "E" for effort, 
Mr. Roberts, but you are just not able to put on the 
percentage increases with any uniformity? 

A. Yes, but if we had a graduated scale of 
percentage increases some of the traffic on which we 
are able to hold that 10 per cent increase we might 
only get,on the graduated scale, 6 per cent. 

Q. But I am disturbed by you telling me 
and the Canadian Electrical Manufacturers Association 
that you could not aceekt the suggestion of a graduated 
percentage increase because of the fact there is no 
uniform rate of taper? 

Bs In certain scales. 

O.. yes, in certain scales, and I put it 
to you that that does not frighten you at all when it 
comes to putting onagreat variety of dercentage 
increases in your competitive rate et SE 

A... We don't put on a great variety. We 
apply the flat increase to begin with. What com- 


petition brings about is another thing. 
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Q. But in the “end result you put on 17 
and take off 10 which leaves you with 7; or you put on 
17 and take off 5 and it leaves you with 12? 

A. That is correct, 

Q. Sure, 

A. We might get 10 per cent of it, and yet 
under a graduated scale only apply 7 per cent; 

Q. Just emphasizing and re-emphasizing the 
distortion in the freight rate structure, but at the 
moment I want to call your attention to the fact I 

find it somewhat intriguing that you would wh away 
from the epee ttn of the eJectrical manufacturers, whe 
they suggest you are doing that every day with the com- 
petitive rates? 

AX Not in that manner, sir. 

Q. On page 32 I want to ask you about some- 
thing that struck me rather forcibly. In the first 
full paragraph, the first sentence, on page 32 you 
say "This method..." -- and that is still the 
graduated percentage increase -- "This method has the 
disability of increasing the burden on short haul 
shippers and introducing the relief on long haul ship- 
pers without any evidence to show that this would be 
equitable or necessary.” 

A. That is correct. 

e. Mr, Roberts, you have said many times 
that the Board of Transport Commissioners is not an 
economic planning agency? 


A. That is right. 
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Q. And should not be? 

A. That is right. 

Qe But you regard yourself as being a sort 
of an economic planning agency, apparently? 

A, Neo, sir; 

Q. Well, why is it your concern that the 
relief to the long haul shippers would not be necessary? 
Who is to say it is necessary? 

A. The free movement of the goods proves 
whether it is necessary or not, sir. 

Q. Why should there be any onus - the long 
haul shipper to show that the relief which would result 
in some amelioration of this horizontal percentage 
increase method was either equitable or necessary? 

Why should the onus be on him to show that it is neces- 
sary? 

A. Mr, Frawley, the traffic is moving at 
a certain level of rates in relation to all the rates 
in the freight rate structure, and we apply the flat 
increase proportionately over all of the rates. 

Q. I put it to you, you know, Mr. Roberts, 
very sincerely that a lot of these ideas you have about 
what is necessary to the shipper come from the fact 
that you are dealing with middlemen and it doesn't 
matter very much how much freight they pay because they 
pass it on to the consumer? 


A. Nos we are dealing day to day with the 


shipper. 


Q@. With the shipper? 
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A. Yes, sir, 

Q. With the traffic officers of the big 
shipping companies? 

A That is correct. 

Q. And what does the traffic officer of a 
big shipping company care, except to the extent a freigh 
rate increase affects his individual corporation and 
its shareholders? 

A. He does care in so far as the movement of 
traffic is concerned into the markets, 

Q. If you charged him an extra 17 per cent 
and he can get that extra 17 per cent from the people 
who buy his goods, whether they are peanuts or 
chesterfields, what does it matter to him? 

A. I think it is important to him, sir. 

I think it is important to him. 

Q. Well, I think you have been living too 
long with blinkers on as a traffic officer? 

A. No, sir. 

Q. And you think it is not enough that you 
should look, when you are talking about what is neces- 
sary or equitable, to the long haul shipper? 

A. Well, sir, we look at the service we give 
him and apply the increase proportionately. 

Q. And you don't think it is quite suffi- 
cient to look at the excessive contribution that he is 
making in that long haul rate -- class rate or non- 


competitive rate -- maybe 200 or 300 or 400 per cent 


of out of pocket costs -- that is not any particular 
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concern to you in and of itself? 

A. What contribution we get from a rate of 
that level assists in moving traffic that does not pay 
near that levels in other words, the basic commodities, 

Q. And you say, having made that little 
algebraic equation, that that is fine -- "I end right 
there"? 

Ki Well, this is recognizing the necessity 
to move ali different types of traffic in this country. 

Q. That is the way the Canadian freight rate 
structure functions today? | 

A. Yes, sir. 

Q. And that is why I said to you this 
morning =-- and you will forgive me if I repeat it --. 
that perhaps the most important issue this Commission 
has to decide is whether or not that kind of freight 
rate structure, which was before the Governor General 
in Council when he set up this Commission, is good 
enough in Canada case Isn't that an issue before 
this Commission? 

Ais It is an issue: the rates and the method 
of applying rate increases. 

Q. And you don’t think that the concomitant 
fact that while I am paying 200, 300 or 400 per cent 
on out of pocket costs, that Mr. Sinclair over here who 
happens to be a receiver of skelp in Vancouver is only 
paying the out of pocket plus some -- because I will 
go along with him; by law you must get something 


more than variable, depending how you cost the variable, 
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of course -- it doesn't matter to you that I am paying 
200 or 300 per cent -- in and of itself =~ on out of 
pocket, and Mr, Sinclair is just paying out of pocket 
plus a sliver more? 

A. If it does not matter to us we would 
not endeavour to maximize our net revenue by handling 
traffic out to the coast at competitive rates. 

Qe I say you are trying to maximize it 
at the expense of the receiver who is paying 200, 300 or 
400 per cent of out of pocket costs? 

A, No, sir. 

Q. Now, Mr. Roberts, will you look at page 
36. I would like to analyse with you for a moment 
what you say at the end of that top paragraph, "The 
position of the traffic officer is similar to the 
position of this Commission in that all shippers in 
all areas of Canada must be considered and advantages 
to one area or any shipper over another or action 
detrimental to the railways must not be approved." 
Now, I put it to you that the shipper whose traffic 
lends itself to rate treatment by agreed charges, and 
takes no increase when increase time comes around, 
is advantaged -- he is advantaged vis-a-vis the 
shipper a the N.A.R., if you will allow me once more 
to commit a sacrilege and refer to the N.A.R. -- 
who ships and receives his freight at class rates or 
non-competitive commodity rates? 


a; One is a question of competition. That 


is why we have the agreed charges. 
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Q. Fine, but I say regardless of those 
reasons which put you in a straitjacket -- I admit 
that -- but regardless of the basic underlying condi- 
tions, it is the end result we are dealing with, and I 
put it to you that the shipper whose business lends 
itself to treatment of agreed charges and who pays a 
rate which is averaging -- and the last figure I saw -- 
and somebody in Canadian Pacific was very anxious to 
call my attention to it -- was 2. something cents per 
ton mile, But, whatever it happens to be, and after 
it is costed out -- whatever its returns over variable - 
I say that that class of shipper is advantaged under the 
present Canadian freight rate structure as against the 
shipper who finds because of the lack of competition 
or because of the nature of his movement that he has 
to pay class rates or non-competitive commodity rates? 

A. First, the class of traffic that is handl 
under agreed charges is pretty general in nature, It 1 
not any particular type. 

Q Well, if it was not, it certainly is now, 
Mr. Roberts, 

A. And the agreed charges that are in cover 
all types of traffic to meet different kinds of competi- 
tion as and where they exist. That is the reason for 
them, 

Q. That is right. 


A. And other than that, shippers in Canada 


are treated on the same basis. 


Q. Other than what you are forced to do by the 
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forces of competition, other than that, the shippers 


of Canada are treated very fairly and on an equitable 


basis? 

A. In my estimation, yes, sir. 

Q. Now, Mr. Roberts, will you tell the 
Commission, if not now == and I don’t know how much 


information you have brought -- but I would like to 
know the percentage of increases effected in 1960 by 
reason of the escalator clauses in the agreed charges? 
I would like that revenuewise and tonnagewise. 4 
would like to know how successful you have Cai in 
getting the shippers to pay you more money under their 
contracts or enter into contracts which contemplate 
them paying you more money? 

A. There haven't been any on which increases 
have automatically applied under the modified escalator 
clause because there has not been any increase authorize 
within the 12 months' period the contracts have been 
in effect. 

Q. Oh, yes, I see, Eyen the escalator 
clause only allows you to go to them and obtain more 
money on the basis of the rates which the Board has 
authorized? 

A, Increases, sir-- after they have been in 
effect for a period of twelve months. 

Q. But there is nothing in the contract 
which enables you to go to the contract holder and say, 
"Our costs have gone up now. We can demonstrate that 


to you, and we want an increase now in the amount of 
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this agreed charge."? 

A. It is always subject to negotiation, yes. 

Qe Well, it is that kind I mean, 

A. Yes. 

Q. You tell me there has been no authorized 
increase because of the government freeze order? 

MR, SINCLAIR: I will make this shorter, Mr. 
Chairman, and say this on behalf of the company, that 
we will make a check and see how many -- the dollar 
amount of increases that have been made through negotiae 
tion on the agreed charges from the period January lst to 
the end of September -- would that be all right, Mr. 
Frawley? 

THE CHAIRMAN: And the tonnage, 

MR, SINCLAIR: Well, tonnage -- I don't know; 
it means we have to go and get out waybills and material 
like that. 

MR, FRAWLEY: on, mo, you are too busy to do 
that. 

MR, SINCLAIR: Just the money -=- you don't 
want either of them? 

MR, FRAWLEY; Oh, yes. You said getting the 
tonnage would be an extraordinary effort. 

MR, SINCLAIR: We will get the money -- an 
estimate on it. 

MR, FRAWLEY: yes, get the money and I will 
hold in reserve any future application after I see the 


money. 


Q. Mr. Roberts, I have only one more thing 
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to talk to you about, and that is with regard to what 
you say at page 39 with regard to what you call the 
"At and East" rates? 

his Yes, sir. 

Qe I don't know why you call them that, but 
let us not take time to go into that, You say there 
that you were getting ready to put those rates up? 

A. yes, sir, 

Q. And then you found that the United States 
railways to meet seaway competition sort of spoiled that 
because they reduced the grain rates from United States 
lake ports to the eastern United States seaboard? 

A. Well, you are going back a year now, 

They were reduced in September, 1959. 

Q. yes, On page 39 you say, "In 1959 
the United States railroads to meet seaway competition 
reduced the grain rates from United States lake ports 
to the eastern United States seaboard." 

A. That is right. 

Q. Then you say, "It was obvious that the 
hope of bringing the low ‘At and East' grain rates to 
a proper level by continued increases was not going to 
be realized." 

A. That is right. 

Q. What I don't understand is when you go 
on and say that later on you then decided you were going 
to make an investigation, and Mr. Edsforth told the 
Commission he was making an investigation? 


A. yes, 


ws ny 
7: 
pester 


i 


q 2 * : . 
1. a oat. tas poy tadw oF breget c diew — = fae . 
ah ee im eae Wa / resten wdaas te 


ie ay! TAs tle ated Wart Aw 6 


en toe. (dass meds Lis voy Wiw woud 4 ‘moh T ie o ‘ 
ae he w/ « 5 Ub 
ya Ae 


"geen? yse wo «Fans C8Rk Oe of oud suse don’ au jer 


2 


“ND, ties eee ‘eile eee tug od ybast gntvies oom wow Inde 


3s aou ay 4 


. Kis ake “aey oo 


tedy bawe'l doy met bat 68 


a 
“o dupe molsa7s yet the vswsee Peau ov eo 


id Nine 


at it! mort eetex ofeng gas pestber vaitd or" 


7 gs Pe ged bo ee a § 
i t ' f ; in 
a ctyandnse defaste batiny mrecass sad ay sito cols 
,wen tpey 2 woad gasog S16 OY Peet) wh 
Otel .298dm ih of mt poonbsy oon yout 
‘ Z Cyl 
; ‘OBO ak” (yok MOY OE Saeq 4 » WEY P : 


Ot 1¥¥enmos vewaes woem of abaor tt ey getate bodzav 9 


gdnog sual gotate besled moa? aeter nbeng oad peouben 


« pracdse9 — Fe pethov axvetsse onl? ie 


’ way Oe 

wm ; ‘ ve 4 Wy) ~ ' rl "7 
tydo Baw a1 awe uy postr. n-) | hi a a 
‘oh i 


o? geter cde 'se8h hoe aa wat eit aataneed 20 eque 


Yh oie Se 


1 y : i 7 A Ce J A 


 Gabyte 0 tae: | ka 
| 


we Safton You ssw ¥ seaoromt Bou atdiioe xe ‘Tevel ohne ; 
aa bate ry re : | \ } 


| dept wt 


2 i 


Gin on voy node at basderenny, atnob 
am { af i 
, anos orow ad bebteb cog Hoy A no. 
oe ; | Sy ai ; ia) 


i 
¥ io), 


ANGUS. STONEHOUSE & co. ’ & 
TORONTO, ONTARIO ei resi ‘is ex 18030 
wiey 


Q. And so, you had your foreign traffic 
officers instructed to study the rates to all ports 
and, "to develop a basis which would assure that all 
movements were compensatory and wre making the maximum 
possible contribution. This matter is being actively 
progressed and it is anticipated that increased rates 
will be filed with the Board in the near future," 

A. Yes ,/ pix, 

Q. How can you file higher rates if the 
United States railways have reduced their rates, and 
the "At and East" rates are geared to these American 
rates between Buffalo and New York? 

A. The relationship between the two sets 
of rates was lost in September when the United States 
lines reduced their rates from Buffalo to New York, 

Q'. All right. 

A. Now, we can't continue to handle traffic 
which does not make a full contribution to variable cost 
plus something more, md we know this is the situation 
in so far as West Saint John is concerned, and it is 
our object to bring the rates up so that they will meet 
at least variable costs and something more. 

Q. And then the traffic will go from 


Buffalo to New York? 


AS, This is Canadian grain, and I don't thin 
it will. 
Q- Well, why were you concerned that the 


United States -- why do you say at page 38, "For many 


years 'At and East’ grain rates were maintained on a 
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competitive relationship basis with the rates on grain 
from Buffalo to New York"? 

A. That is correct, for many years, but 
finally we came to the situation where the United States 
railways reduced their rate and we haven't found there 
has been any diversion of traffic as a result of that. 

Q. All right, but why were you maintaining 
your "At and East" grain rates -- Canadian rates -- 
at the competitive relationship basis with the rates 
on grain from Buffalo to New York if, as you have just 
told me, you don't think Canadian grain will go from 
Buffalo to New York? 

A. This is what we have found to be the case 
since the reduction in the rate from Buffalo to New 
York. We don't feel there has been any loss of 
traffic to the port of New York as a result of the 
reduction, 

Q. You mean for years and years you kept 
the "At and East" grain rates on a competitive rate 
basis with the rates on grain from Buffalo to New York, 
and now you learn you need not have done it at all? 

A. You must realize these “At and East" 
grain rates have been taking increases regularly in 
accordance with the rates from Buffalo to New York. 
They have been moving up and, as I say in the precis 
of evidence, we had hoped that they would be on a 
remunerative basis with the upward movement of the 


rates from Buffalo to New York, but this reduction 


last September -- a5 4 result of that we realized that 
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this was not going to be accomplished. 

Q. And you also realized that what you had 
been doing for years probably wasn't a necessary 
situation at all? 

A, Well, I think it was accepted as a 
necessity, certainly at the outset of the movement and 
for years thereafter, that there was a competitive situa- 
tion existing between Buffalo and the Bay ports in 
Canada for Canadian grain, 

Q. There may have been, but somewhere along 
the line it ceased to exist, but you didn’t find that 
out until 1959? 

A. The rates were being increased right 
along and moved traffic through West Saint John. 

Q. Well, they certainly must have been 
low because as of the 8th of April, 1960, the rate on 
grain ex lake for export from Port Colborne to Halifax 
just returned you 6/10ths of a cent per ton mile? 

MR. SINCLAIR: Port Colborne to Halifax 
belongs to my friend Mr. McDonald. 

MR, FRAWLEY: Q. Oh, well, this is the fact, 
anyway, that you would be glad to get it? If you had 
a line into Halifax you would take all of that traffic 
you could get? 

MR. SINCLAIR: I would say, Mr. Chairman, the 
witness is not going to be here discussing the moements 
of the Canadian National. It is hard enough for us to 


look after the Canadian Pacific. 


MR, FRAWLEY: Q@. Do you have a rate like 
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that to Saint John? 

A. We have, sir. 

Q. And it returns you about the same -- a 
little less, maybe? -6055 cents per ton mile -- 18 
cents a car mile earning -- that is what the Canadian 
National get on grain from Port Colborne to Halifax, 
How much better do you do from X to Saint John, New 
Brunswick? 

A. I think you are looking at --- 

Q. I am looking at CNE 56-4. Do you know 
what the Canadian Pacific counterpart to coekrink 

A. I don't, no, but our revenue per ton 
mile would be higher. 

Q. Because you have a few miles shorter? 

A. yes, 

Q. You stop at Saint John? 

A, Yes, sir. 

Q. You don't take it over on the Princess 
Helene to Digby? 

A. No, sir. 

Q. Well, the "At and East" grain rates have 
always been a mystery to me, and, as far as I am con- 


cerned, they are just as big a mystery now. 


---Short recess. 
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TORONTO, ONTARIO 


THE CHAIRMAN: Order, please, 


BY COMMISSIONER GOBEIL: 


Q. Mr. Roberts, when Mr. Brazier discussed 
with you the effect of the general increase on class 
rates, he asked you if you lose any traffic, class 
rated traffic to trucks, and you said yes? 

A, Yes, sir. There is a ioss of class 
rated traffic to trucks, on occasions, yes, sir. 

Q. I was thinking that instead of losing 
it, that you would place competitive rates? 

A, Well, we also publish competitive rates 
to take care of situations, to regain that traffic when 
it gets away from us, sir, or in an endeavour to regain 
it. 

Q. Yes. You may lose it, but most of the 
time you are gaining it back again by competitive ratesf 

A, By competitive rates, sir. 

Q. And he also asked you if you have even 
considered reducing your class rates to move more 
traffic? 

A, Well, sir, --- 

Q. Is it not by definition a class rate 
never reduced? 

a. The class rate, of course, is the 
ceiling rate to take care of the movement of traffic 
that is not general in nature, This is largely 
speaking. Regular movements of traffic are taken care 


of by normal commodity rates and competitive rates and 
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agreed charges; large blocks of traffic, 

Q. Would I be right in saying that by 
definition the class rates are never and should never 
be shbeuck, Ginee they are the maximum? 

A, They are the ceiling, sir, on which the 
rate structure is based, and they are related, of course, 
We use the class rates as the basis in connection with 
our general revenue cases involving permissive level of 
earnings. It is based on the class rates, This is the 
basis for our rate structure, We work from that, 

Q. Later on, Mr. Brazier, in desbunasae your 
famous exhibit 162, brought out that idea of population 
or per capita for the central provinces and the western 
provinces, And Mr. Smith emphasized that, too, 

I do not see very well what it has to do with 
the central provinces, if they spend?5.,00 per capita and 
the west, $13.00, except that it would mean that they 
use more; the railways; that is all. But you said, also, 
if they would have the same ton-miles and if they would 
be paying three times as much, then it would be different 
But you said that each dollar will get the same ton-mile 
either in the central province or in the west? 

A, That is correct, for each dollar paid 
for service, they received 50 ton-miles of service, In 
the case of within the west and traffic from Ontario 
and Quebec to the west, the ratio of revenue of $1.00 
to service was 51 ton-miles of service, And within 
Ontario and Quebec, plus from western Canada to Ontario 


and Quebec, the ratio of revenue of $1.00 to service, or 
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50 ton-miles of service, So, proportionately, they 
each receive the same amount of service for the price 
they paid. 

Q. Those figures given by Mr, Brazier 
Simply show that the west is using two to three times 
more ton-miles than the center of Canada? 

A, Because of the extent to which the 
population is scattered over the large area. We have 
a concentration in Ontario and Quebec, 

Q. But I was surprised at those figures you 
gave because the west is supposed to have poe haul, 
and on long haul you have tapering, so it should be 
cheaper there per ton-mile? 

A, Well, the taper is in the long haul, 
but I“eas dealing with within western Canada, and withi 
Ontario and Quebec, sir, you see. Included in that 
was the traffic from the west to the east, That was 
included in with the Ontario and Quebec and from the 
east to the west, whish was included with the within 
the west figures, 

Q. Yes, But in the west, you would have 
your grain, though, ee reduces your costs much? 

A, Well, the grain was not included in 
those figures, sir. 

e. Are those figures there, if the grain 
is eliminated, based on service; is that a good basis 
for comparison? 

A, Well, this was a comparison of traffic 


moving on normal commodity rates, Mr. Gobeil. 
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MR, MAURO: Just a moment, Mr, Roberts, It 
was in reply to my question that you provided those 
figures, Do you say they were traffic terminating in 
the east as compared with that terminating in the 
west? 

THE WITNESS: No, sir, there was two, as 
I said. 

COMMISSIONER GOBEIL: Q. In this costing 
captive traffic that Mr. Cooper discussed with you -- 
I do not want to go into that captive traffic again, 
the definition, but since you said there saad no 
eaptive traffic, Mr, Cooper asked you why we should 
have a regulatory body. You said that you want 
regulation on the freight rates, 

Are you satisfied with the present 
regulation you have? Do you consider that you have 
sufficient freedom in establishing your freight rates? 

A. Yes, sir; yes, sir, I do. 

Q. You are happy the way the situation 
stands now? 

A, Yes, sir, insofar as the making of rates 
competitive rates, and agreed charges, yes, sir. 

Q. The C.N.R. suggested some amendment to 
the Railway Act in connection with freight rates, You 
do not feel that those amendments would be necessary? 

A, Is that section 334? 

Q. I think it is 328 and 334, yes. 


A, Well, the 334, sir, is the competitive 


rate section and it is certain information which may be 
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required by the Board should they investigate any 
particular competitive rate. The information is based 
Mr, Gobeil, in assessing a competitive situation, so 
therefore we would require to have that information in 
our records to satisfy ourselves, so I do not think 
that is any hardship so far as Canadian Pacifie is 
concerned, 

Qo Yes. You had a long 4ibdin dion: of 
course with Mr, Brazier on the British Columbia 
proposal, and I took some notes when you talked with 
him. Your first objection, you said that it will be 
much more complex than it is now for the freight 
structure? 

A, Yes; sir. 

a. And the second reason, you said, was 
that it would be more expensive to administer, and 
then you put the third reason, that it would bring - 
different normal commodity rates in different parts of 
the country? 

A. Yes, sir. 

q. Which do not exist at the present time? 

A, That is correct, sir. 

Q, What objection would there be to that, 
since you have different rates competitive in differen 
parts of the country; what difference would it make 
to have it with the class rates, or the normal commodit 


rates? 


A, Well, of course, this is an overall 


situation, Mr. Gobeil, whereby we could have conceivably 
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one rate, normal rate, for 200 miles of haul in 
western Canada, mileage-wise, And, for a haul of 

a similar distance in eastern Canada, the rate, because 
of the terminal service or branch line service, because 
of higher operating costs, could be higher than the 
rate in western Canada or vige versa for a normal 
rated movement, 

Overall, in normal traffic, why, we consider 
that the rates should be on the same basis all over 
Canada, Competition will take care of any adjustments 
wherever they occur, | 

Q. Yes, Your fourth oBjection, and I 
think that was the main one, you said that if this was 
done you could not meet competition, and the C.P.R 
would go into deficit and go bankrupt eventually. I 
think that was your main reason. 

To find out if I got how you will become 
deficit and eventually go bankrupt, may I ask you if 
what I have here ox correct? 

You said that you have some competitive rates 
which are much higher than fully distributed costs; is 
that right? 

A, Yes, sir, 

Q. And, second, on the other hand, you had 
some competitive rates which not only were lower, but 
which had to be much lower than fully distributed costs 

A, There are some competitive rates, sir, 
that are lower than fully distributed costs, yes, sir. 


Q So the C.P.R. could not live with those 
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competitive rates, if they have only those which are 
lower than fully distributed costs? 

A, We could not live with rates on that 
basis, sir, no. 

Q. Then, you have some traffic which is 
captive because it is too low for competition, and that 
is why the other mediums of transport do not touch it; 
so, with this one, too, you could not live? 

A, That is correct, sir, because we have 
the primary commodities moving all over Canada: the 
fruits, vegetables, limestone, coal, such basic 
materials as that, which move on normal commodity 
rates, 

Q. The only two you make money on -- real 
money -= is the normal class rates or normal commodity 
rates and the competitive rates which are higher than 
fully distributed? 

A, Well, it is a balancing system, sir, 
that we try to oetean the best contribution we can 
from all types of traffic. 

Q. Yes, but that is the only two groups, 
though? It is not ontlecaptive traffic, which is low, 
and it is not on the competitive traffic, which is 
lower than fully distributed? 

A, Well, it is the class rated traffic 
and competitive traffic and agreed charge traffic, 
generally speaking, that makes a very good 


contribution, This higher rated traffic offsets the 


instances where we do not get our full contribution, 
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due to reasons of competition or necessity to move 
the traffic freely, 

Q. And so if the British Columbia principle 
was applied, your normal class rate will be able to 
get just the fully distributed, plus a certain 
percentage? 

A, That is correct, sir. 

Q. As a result, that class rated traffic 
will be lower than some competitive rates? 

A, That is correct, 

Q. And those who are shipping at 
competitive rates will come to you and they want to be 
at the class rate, too, and you lose that competitive 
traffic? 

Ay This is where we see the trouble, Mr. 
Gobeil, that naturally people shipping under competitive 
rates higher than what might be the maximum-- this is 
noticeable == would hyeto prove that their traffic was 
captive, and aie hate subject to the ceiling rates, 
which would be lower. 

Q. And in a few words, in a nut shell that 
is why you say it will be a deficit and eventually 
bankrupt? 

he That, sir, plus the fact that the 


ceiling would only be increased to reflect the cost 


in wages? 


ty 


Q. Yes, no more than 200? 


A, That is right, sir. 


Q And you would not be able to meet the 
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competition any more with your traffic which is below 


3 fully distributed costs; you have no money left to 

4 spend? 
| D A, Well, this would be the eventual 

6 result, sir. 

7 Q. From what you say -- Mr. Sinclair, 

8 when he cross-examined Dr. Roberts, the other Roberts, 

7 Dr. Roberts, gave a quotation by him, where Dr. Roberts 
10 said that competition cannot perform effectively if 

11 its basic function is restricted, The case you mention 
12 now -- that is where it would apply? | 

13 A, That is correct, sir. 

14 Q. Your competition would be restricted? 
15 A, Competition would be restricted, yes. 
16 COMMISSIONER GOBEIL: Thank you. 

17 

BY COMMISSIONER MANN: 

18 Oi) ie Tare 

19 Q Mr. Roberts, something that arose out 
20 of the question - Commissioner Gobeil put to you as 
21 to whether you were completely happy with the present 
22 rate regulation. Your answer, as I understood it, was 
23 an unequivocal yes; you are happy with the present 

24 rate regulation as administered by the Board of 

25 Transport Commissioners? 

26 A, I think I am also on record previously, 
27 Commissioner Mann, to that effect. 

28 Q, I have not had mch time to think about 
29 the implications of that answer, as it only took place 
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0 | about a minute or so ago, but I do remember not very 
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long ago that both railways made application to the 
Board for greater freedom in increasing competitive 
rates which now have to be published on 30 days! 
notice. 

Now, there is one thing that you would like 
to have undone; is that not so? 

A, Well, provision is made in the revised 
tariff eivdalans sir, to publish competitive rates, 
There is more freedom in doing it. In other words 
we can under the circular publish a rate, say, next 
Monday and file it with the Board, a spot tl to 
take care of a movement that happened today. 

Q. No, Mr. Roberts, Note that I did not 
say "publish"; I said "increase", 

A, Increase? 

Q. Yes? 

A, Oh, yes, sir, That is right. 

Q. You have to give 30 days' notice to 
increase a competitive rate and you and the Canadian 
National made application to the Board not very long 
ago to get greater freedom with regard to that time 
Limit? 

A, Yes, sir, that is correct, 

Q. So, there is one way in which the 
present rate regulation is restrictive as far as both 
railways are concerned? 

; In that respect, yes. 


Q I have not had time to think of any 


other example, but that was what came to mind. 
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Now, Mr. Smith and Mr. Frawley discussed 
the "at and east" grain rates with you, Mr. Smith, 
coming from where he does, has a very understandable 
interest, and Mr. Frawley has spent so much time in 
the east that he, perhaps, follows Mr. Smith very 
closely. There was one remark that you made at that 
time which I was very interested in. You said to Mr. 
Smith, and I believe also to Mr. Frawley, that you 
do not expect there to be any diversion of traffic at 
all either to U.S. ports or to other Canadian ports 
as a result of increasing the "at and east" rate to 
Wést Saint John; is that correct? 

A. This is grain? 

Q. Yes? 


A. That is correct, sir. 
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Q. Now, the rationale of the "At and East" 
grain rate was the provision of a Canadian route for 
grain for export to Canadian ports as opposed to the 
routing of grain through American channels? 

A. That is right. 

Q. And it was because of that that the 
"At and East" rates were, in a sense, port related 
rates? 

A. In the original instance, yes, sir. 

Qo And because they were port related rates 
they took American increases rather than Canadian in- 
creases? 

A, That is right. 

Q. But largely because of the aggressive 
action of New York Central this relationship was dis- 
turbed? 

A. Right =-- it was destroyed, 

Q. And it is for that reason you now feel 
that increase can be put on at least one port of the 
"At and East" rate, namely the rate to West Saint John 
which you say is non-compensatory? 

At. Well, of course, we do not intend only 
increasing the rates to West Saint John. The other 
St. Lawrence River ports will also be increased. 

Q. I was going to ask you about that. Yo 
the rationale of the "At and East" rates, 


say now that 


namely their relationship to the U.S. rates has been 


destroyed. Is it your suggestion that in future 


"At and East" rates will be increased in line with 
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Canadian increases rather than American increases? 

A. I would not like to make a statement in 
that respect at the moment, because of the basis, the 
method which we use to arrive at the new rates. 

Q. You mean the relationship to variable 
cost? 

A. No, sir, the relationship to existing 
rates. 

Q. But in the first instance am I right in 
saying that what you do as a key, as an anchor for your 
uae vote structure is to bring your rate to West Saint 
John up to a compensatory level within that definition 
of compensatory? 

a That is right. 

Q. Well, it presumably will go in the rates 
to Montreal, Three Rivers and Quebec too? 

A. That is right. 

Q. 1h 9 you do not expect any diversion of 
traffic as a result of increasing the rates to these 
points? 

A, We do not anticipate any diversion of 
rate traffic. 

Q. Why is that? 

A. I think the grain will move through West 
Saint John to fill the elevator in any event. 

Q. In spite of the rate level? 

A. Well, you see, there will be a certain 
movement by deter-nut they also on occasion have to use 


rail because of certain grain being required quickly or 
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some such reason as that. The movement, as we show 
in our statement, is not very great in relation to the 
total movement of grain in this country. 

Qe But whatever that volume is it will 
always, independent of the rate level, move by rail? 

A. I would say subject to the normal 
fluctuations in demand and necessity of moving grain 
traffic by rail down there, 

Q. Is that not a good example of captive 
traffic? 


A, Well, no. I think -- well, when they 


have to ship it by rail because of a certain reason, 
why, it could be considered captive traffic. But, 
then if it got entirely out of line they would make 
other arrangements and not ship it. 

Q. Of course, I think you and I both under- 
stand that captivity varies with the rate level, that 
if my rate were orbital there is no captivity as long 
as the costs of competitive agencies stay low? 

A. Yes, | 

Q. Subject to that qualification it would 
pe captive traffic within a zone of reasonableness of 
movement ? 

A. That is right. 

Q. Well, now, you had a very interesting 
discussion with sckeeepes about selective increases, 
Mr. Cooper, I think, suggested to you that the present 


method of increase, as we know it in general revenue 


cases, was in reality a selective increase rather than 


ue 
mn ty eee 
e 


“eee ” on pane sad. 
ties yd evow etki és z 7 


“nena ot wi tuetaon. es bis e: 


 mbarny pe ee a | 


.@reilt mmo’ itax.¢ —. 
svitqse Jo elgnexe booa a Fon, jada al He a ; 


gedt mece \ifew ~~ dake? fom Pan =i eae ‘ira Tee 
teens: sleizso & To. sauseed | then ha suse ind 
ooh OL tts evidqes bereblamos ad — 
iam divow yeas eakt Ip diy eontane dog at a ecay 
422 gina dou hove adtnomnognders sounds, | 
~~ Sry sited t vars HON wetadt 1 warms 9B Tete ie 32 | i 


| Jad ,Level eter elt dtiw oetuay gtkviiqes ted beaen 


| gnot an ytividgse on at ovens. Ladidie orew ata w ra 


| twol yate quhonege ovidtsequos ‘0 save echt wai 
i hae eer: et ele 4 


bLvoew | a; aghtas hill sup ‘aie of tootdnt O 0 i 
te iienaiithicnans ‘to enon s ataihe bs aes orm we 


omehnier a mnt 


-asvaoront si erin 40 


° 
< 


ANGUS, STONEHOUSE & CO. LTD. Roberts 18048 
TORONTO, ONTARIO 
(Mann ) 


| 


a horizontal increase and you did not gree with that? 

A. That is right. 

Q. I wonder whether perhaps what kept you 
and Mr. Cooper apart was just a question of terminology, 
As I understand it, Mr. Roberts, and correct me if my 
understanding is wrong, when you assess your need for 
a revenue increase, when you try to arrive at the per- 
centage which goes into the application made by the 
railway association on behalf of the railways to the 
Board, you do so after very careful study? 

A. Yes, sir. 

Q. And in that study, in the course of that 
study you draw very heavily on your own experience and 
that of the senior traffic officers at head office and 
with all the officers in the field? 

A That is correct, sir, plus commencing 
with 1956, the 7 per cent increase, we carried on a 
very exhaustive study as to the effects of the increase, 

Q. Yes, I was expecting you to say that, 

I have here Volume 1029 of the Board of Transport 
Commissioners Transcripts and I was looking up today 
the evidence given by Mr. Edsforth in the 17 per cent 
increase case. I am looking at the precis of evidence 
given by Mr. Edsforth during those proceedings and for 
identification the precis is headed "Memorandum in 
respect of railway revenues -- railway revenues, year 
1958," This 1s to be found at page 8366 of Volume 


1029, and the pages immediately following. This is a 


quotation from page 8367: 
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"In June, freight traffic representatives 
throughout Canada, and the United States were requested 
to survey the traffic situation in their territories and 
prepare an cabiuaks for the last six months of 1958. 
They were asked to confer with shippers, review results 
up to that time and take into account known developments 
which would affect the traffic volume as compared with 
the last six months of 1957. 

"These reports which were received early in 
July were reviewed by Officers at headquarters and in 
August and September were tested by several stiniebd aad 
analyses and against general knowledge of conditions as 


they developed." 


Now, that. just bears out what I said earlier, namely 
that there was a very careful eheck made of the traffic 
conditions and reference is made in this transcript to 
that survey on the 7 per cent and 11 per cent increases 
that you mentioned earlier? 

A. Yes. I think the first statement refers 


to the procedure we follow in developing an estimate of 


revenues, 


Q. yes. Now, as a result of these 
extremely eareful checks made by experienced traffic 
people at headquarters and in the field, you then arrive 


at erosion and attrition ratios? 


A No. If I may say so, the reference 


Mr. Edsforth is making there, I believe, has to do with 
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our estimate of revenues, As I say, since 1956 following 
the 7 per cent increase in 1956 we kept a very close 
check of what tariff action had to be taken following 

the effective date of the increase where it had to be 
removed and the revenue involved, Now, that was 

used as a basis in the second hearing with the 11 per 

cent increment and so on, We filed statements at that 
time and we continued to study and the basis of that 

study was used in connection with the next increase. 

Q. So, actually it is a continuing study. 
You started out with the 7 per cent and carried it on 
bringing it up to date with the 11 per cent and you did 
the same thing before you came to the Board asking 
for a 19 per cent increase? 

7 yes, sir. We studied the situation at 
that time in connection with what we had developed, 

@. And on the basis of that you were able 
to come to the conclusion that on competitive traffic 
there would be an erosion and attrition ratio of 
50 per cent and on normal traffic there was an erosion 
ratio of 22 per cent? 

A. Twenty per cent, I think Canadian Nationa 
was 22 per cent. 

Q. Well, therefore, you were able to tell 
in large features, not in minor detail, as to each 
and every rate you were able to tell in large features 


and regarding the non-peak blocks of traffic whether 


they could be increased or not? 


A. Well, I would not say that we knew for 
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sure, We had to test to see what the reaction would 

be but we felt that overall, not on any particular block 
of traffic, we felt that the return or the yield would 
be from the increase in competitive rates 50 per cent 
and normal rates 80 per cent, 

Qo I understand that, but I am a little 
puzzled by this: if you did not know, if you could not 
identify any block of traffic and you were just dealing 
with a great big amorphous and working out your erosion 
and attrition ratios then I am at a loss to understand 
how you could make a decision to exempt the incentive 
rates from the 17 per cent increase, You must have 
had prior knowledge that the incentive rates on that 
circuit in central Canada and the western ones just 
could not be increased? 

A. That is true, in so far as these two 
rates were concerned, They were the only two excep- 
tions but we did hope that we would be able to include 
the increase on these rates but at the last mament we 
were not able to do it. 

Qe I am not suggesting that you could be 
absolutely sure as to whether or not blocks of traffic 
could take an increase but I would think that people 
who work on these competitive rates and are fully con- 
versant with the competitive situation from coast to 
coast were to make a pretty shrewd guess as to whether 


you could increase rates on liquid propane gas over 


70 or 75 miles. 
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COMMISSIONER MANN: Q. Someone has just 
mentioned bricks -=- or whether I could increase any set 
of competitive rates, both of us would know, you would 
know, and with that in mind I was going to suggest to 
you if all these individual judgments were taken to- 
gether it was easier for you to arrive at your 50 per 
cent attrition and erosion estimate? 

A. Well, there is the judgment of the 
intensity of the competitive agency by our field office 
-- that is quite right. 

Q. Mr. Edsforth referred to that in his 
evidence before the Board two Octobers ago? 

A. That is right. 

Q- So in that sense, you see, there is a 
selection made in advance of the horizontal increase 
and you have, in a manner of speaking a selective 
increase instead of just a flat across-the-board 
without any regard paid by Canadian Pacific and Canadia 
National as to the impact? 

A. Well, no, sir. I am sorry, but I just 
could not go along with you because some traffic, it 
might be possible to hold 10 per cent of the increase 
and other traffic 90 per cent and so on, It isa 
little too fine to reach a conclusion on, 

Qo I understand that -- I am sorry, did I 
interrupt you? 

Ae No, sir. 

Q. I was not suggesting that you sit down 


and say to yourselves "We are now going to make a 
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selective increase," but I was wondering whether you had 
any large features, quite a pretty good idea as to what 
traffic the increase could go on and what traffic it 
could not go on and, in a sense, determine the per- 
centage which you must get from the Board in order to 
cover your revenue deficiency. This is the sum total 
of these individual judgments that make for the 

erosion? 

A. Oh, yes, that is right, 

Q. So you see, the thing I was coming to 
is simply this, that we have a selective increase not 
as it is understood in the United States, namely, before 
the event, but we have a selective increase in the 
Canadian context after the increase has been authorized? 

A. That is right, and depending upon 
intensity of the competition, 

Q. Well, coming to another step, Mr, Roberts, 
again in the discussion you had with Mr, Cooper you 
mentioned that -- I do not think you want us to believe 
that is the only reason for regulation but you mentioned 
that regulation in your opinion was to protect you == 
to put it in a very crude form -- from the Canadian 
National Railways. 

MR, SINCLAIR: Mr. Ohairman, I very seldom 
ever object to the way 4 court puts a question and I 
know you said it was put in a very crude form, but I 
think the witness did not put it that way, As J 
recollect his words they qualified that to quite a 


degree and I would not want anybody to get the idea -- 
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the reason I rise is, I would not want anybody to get 
the impression that from my knowledge of the answer as 

I recollect it, that he was saying that this was here 
but he was saying <-- we can likely argue this at another 
time but I think it is important seeing you put it this 
way, that we in the Canadian Pacific see the situation 
in the Mexican state railway where they are used to 
putting men to work for social purposes, We see in 
France it is going on with the state railways. Wwe 

see it in cther places being used to develop areas 


without respect to transportation costs. 
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1 
z COMMISSIONER MANN: Perhaps the modification 
3 can be this -- 
4 MR, GOBEIL: It is page 17690, 

| 5 MR, SINCLAIR: I think the answer was given 
6 this morning. 
7 COMMISSIONER MANN: I made a note of it, and 


8 perhaps I will come to that now, 

9 Ss I did preface my remarks by saying that 
10 it was putting it in a rather crude way, and perhaps I 
11 Should have asked the question this way: that there 
12 was need for regulation so as to ensure that there was 
13 no unfair competition between the railways in Canada; 
14 you agree with that? 

15 A, That is right, sir. 

16 a, And your fear, Mr. Roberts, as you 

17 expressed it so very well in reply to Mr. Carter this 
18 morning was that you were afraid of politjcal rate 

19 making, and he said, in the future? 

20 A, Yes; sir. 

21 Q. And you and I know there is no political 


Ain rate making in Canada today? 


23 As That is right. 
24 MR, SINCLAIR: With respect to grain. 
25 COMMISSIONER MANN: Q. Supposing there were 


26 statutory guarantees that the Canadian National Railways 
af could not make any rates that had a political connotatio 
28 -- supposing it was clearly spelled out that no rate 

29 in Canada, on the National or any other railway, could 


30 be above variable costs: would that fear still be with 
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you? 

A, Could be above? 

Q. Gould be below -- I am Sorry: could be 
below variable cost, Would that fear still be with you 
if we made sure there was no political rate making in 
the future on any rate? 

Be, Well, in the Aet, sir? 

Q. Whatever form that statute may take -- 
you and I are at the same disadvantage: neither of us 
is a lawyer, 

A, Well, I think, sir, that there is a 
regulation already in the Railway Act to provide for 
the situation and that should take care of it. 

Q. Well then, why the fear that there would 
be political rate making, which I suppose means there 
would be rate making which would not cover the variable 
cost and would be in the nature of destructive competitian? 

A, Well this is -- that there be no control 
whatsoever, as I cedarekend the question -- no control 
whatsoever, sir? 

Q. Other than the minimum rate base on 
variable cost and, if you will, some contribution 
above that to overhead. 

A, That is all right. 

G, Well, why should we have regulation -- 
and you said earlier you are happy with the regulation 
today? Why should we have today's regulation at all? 


Why is it necessary? 


A, In respect of the minimum rate control? 
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Q. No, rates generally, other than minimum 
rate controls no maximum control, no publication of 
tariffs in the form that it takes place now -= no unjust 
discrimination or undue preference? 

A. I think, sir, that tariffs certainly 
Should be published, that people know what price they 
are paying for the product they receive, 

Q@. So that, in that respect regulation is 
necessary for the protection of the shipper? 

A, Yes, sir. 

Q. You see, actually we have got to go a 
little further than saying regulation is necessary for 
the railways to protect the Canadian Pacific from the 
other railways and the other railways from the Canadian 
Pacific. 

A, What you had in mind is that a special 
rate may be given to another shipper and not another, 

Si That brings up another point, and I was 
going to ask you about this: if, as you say in your 
precis, all rates in Canada are competitive...? 

A, Yes, sir. 

a. If competition is pervasive throughout 
the entire country to roughly the same intensity, why 
do we need to worry about undue discrimination and undue 
preference? Does it not follow, then, that there can be 
no worry about this on the part of the shipper because 
he has always got an alternate means of transportation 
Why should he concern himself with whether 


available? 


or not he is unjustly discriminated against by the 
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railways? 

A. Or a substitute product -- these are 
other factors: a substitute product or a substitute 
source of supply which he has available. 

Q. Oh yes, the full range of that. 

A, Yes, 

Q. But why bother with it, you see? 

A, I think it is, sir, a matter of 
psychology that people in western Canada would not like 
to think that the people in eastern Canada were receivin 
the same sort of service -= or vice versa -- something 
better than they were? 

Q. Why should they be worried if they have 
got alternate means of transportation that are fully 
effective, fully competitive, and everybody has got the 
same chance? 

ms They may not wish at the present level 
to take advantage of the alternate mode of transportation. 

Q. I ae remember ~- and I do not know whethe 
you were in those proceedings -- I know Mr. Sinclair and 
Mr. Edsforth were there during the second Turgeon 
Commission when your company, I believe it was, brought 
Mr. David Blee from Britain to testify to the situation 
there and, as you know, under the Transport Act of 1953 
in Great Britain there is no more unjust discrimination 
and undue preference; that has gone. 

A, That is right. 


Q@, And it is my understanding that no-one 


is very unhappy about it -- no-one misces it? 
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A, Well, I do not think it is being 
practiced under the law, the question of unjust 
discrimination -- I do not think it is being practiced, 
My understanding is that the same basis of rates -- 
what they get back to is treating everybody alike, and 
they are on that basis, 

Q. In Britain -- but they do not have to 
under the Act? 

A, They do not have to, that is quite true, 

Q. They do not have to even publish rates? 

A, That is right. 

MR, FRAWLEY: They do not file their agreed 
charges, 

COMMISSIONER MANN: Q. Even under that very 
free and easy and wide swinging Act in Great Britain 
you have got section 22, and that section gives shippers 
whose goods can only be sent by rail the right to 
complain to the Transport Tribunal if they consider 
the charges are unreasonable, Even there it is found 
necessary to protect some sort of traffic --- call it 
captive -- they have a definition there -- to protect 
some sort of traffic under the law by sas «i: 22 of 
the Transport Act in 1953. There is in Britain some 
sort of captive traffic, otherwise that would not have 
been put in. 

A, There is coal traffic, I would say. 

Q. Yes, that is one kind. I think this 
is consignments over 100 tons, and so on. 


A, Yes. 
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Q. And that in spite of the fact that Mr. 
Blee, I recall told us or admitted at the time in 
evidence that there was greater substitutability in 
Britain as between various modes of carriage, bearing 
in mind the capacity of the British railway car is 
roughly the same as that of a British truck. 

A. Yes, sir. 

Q. Which is not the case in Canada? 

A, That is right, it is not the case, 

Q. So in spite of that greater substitutability 
~- and the average hauls are shorter too -- in spite of 
that substitutability there was need for putting that 
section 22 in the Act? 

A, Well, this is in the Act, of course, I 
cannot say that. 

Q. Tt looks to both of us as if there was 
some sort of captive traffic in Britain, and that the 
criterion was that the charges must not be unreasonable 
and that the seasonablevvéss of the charges had 
something to do with the defining of whether or not 
traffic was, in fact, captive. 


A, This is what you could take from that 


section, Mr. Mann. 


COMMISSIONER MANN: ‘Thank you very much, Mr. 


Roberts. 


BY COMMISSIONER PLATT: 


Q. Just to follow this a little further: 


what about maximum rates? Is there any real justification 
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for having maximum rates in Canada any more? Obviously, 
you are not worried about competition between railways 
and that sort of thing? 

A, No, as I said, I think the need for 
maximum rates is more psychological than anything else, 
that people will wish to see in the statutes some 
prohibition for protection, that the rates just will not 
become over excessive. 

Q. Yes, is that not putting a rather heavy 
burden on your company, which I understand spends a 
great deal of money and time up here before the Board 
of Transport Commissionerg.and preparing cases and are 
delayed, or have been in the past, in being able to 
raise the maximum? 

A, Another feature I mentioned was the 
maximum permissive level of earnings. This is the 
second feature I mentioned in connection with the 
maximum level of rates, and this is something I think 
people would Pe in the statutes insofar as the 
railways are concerned. 

Q. Well, the fact that there may have been 
some justification for this at some time in the past 
does not necessarily mean there is justification for it 
now. Is there any real reason why the earnings of your 
company should be limited any more than the earnings of 
mine? 

Ai No, sir. 


Q Well, why should we support something 


which is wrong? 
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A, Well, as I said, my only answer to the 
maximum rate control was the psychological angle of it. 


COMMISSIONER MANN: Thank you, 
RE-EXAMINATION BY MR, SINCLAIR: 


Q. During Mr. Frawley's cross-examination in 
regard to exhibit 162, he made reference to the fact 
that rates working on through bills on combinations over 
the border would not have been reflected in the revenue 
figures in exhibit 162: do you remember that questioning 
by Mr. Frawley? 

A. Yes, sir, 

Q. And during that questioning the Chairman 
~- Mr, MacPherson -- said to you, “how big is this? 

How pes og there of this traffic?", and you said in 
answer to him, "It is not large ..." -- and I am trying 
to remember your words, and I have my note here, and it 
may not be exact, but you can correct me if I am wrong 
-- "It is not large in relation to ..."? 

A, "2. the total". 

Q. "... the total", That, of course, is 
relative, and I was wondering if you could inform the 
Commission of the results of studies, if you recall 
them, that have been made by the company in connection 
with general revenue cases and other types of cases in 
which we have made some estimates of the dollar value, 
and relate that to the 1% sample. Can you recollect 
the figures? 


A. VB, sir. 
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Q. Would you please tell the Commission 
that, so that it will get into some kind of 
perspective --- 

MR, FRAWLEY: Well, "perspective" -- I was 
talking about exhibit 162. Are we now going to hear 
about something that happened in the 15% case? 

MR, SINCLAIR: No, I am trying to clarify it 
into some more useful figure, The other thing, "it is 
not large ..." -- I am just trying to put to the witness 

THE CHAIRMAN: The "at and east" figures? 

MR, SINCLAIR: No, sir. These are the 
combinations and a proportion that the revenues in 
relation to the other revenues were on these combination 
figures. 

MR, FRAWLEY: I know what he is going to do. 
He is going to pick up my suggestion that the farm 
machinery was important -- the farm machinery moving 
from American factories into western Canada, because 
they are not now in exhibit 162, and if Mr. Roberts has 
been able since this morning's cross-examination to tell 
us how important they are -- and I do not know what he 
is going to say. 

MR, SINCLAIR: Well, why do you not wait and 
see. 

THE WITNESS: Well, sir, we did analyse the 
traffic moving through the western border gateways last 
year and re-examined the figures earlier this year, 


and in terms of dollars it was just under $ 4 million, 
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Q. So, if you relate that $4 million to the 
1% sample, 1% of $4 million is ...? 

A, $40,000. 

Q. So, in relation to the figures here, this 
matter we are dealing with is $40,000, and that can be 
calculated across into the percentages? 

A, Yes, sir. 

Q. That was not the first time you made thos 
studies: we have made them in Canadian Pacific at other 
periods in relation to other cases too? 

A, That is right, sir. 

Q. And I take it you will recall at one 
other time in a general revenue case we actually gave 
an estimate of a figure of something like 2.5 million? 

A, Yes, 

Q. Many years ago? 

A, Yes, many years ago... 

Q. I think at the request of Mr. Frawley. 
Now, Mr, Frawley had a discussion with you about Mr. 
Sissons! brick out of Medicine Hat, and he put to you 
-- and you cleared it up in later evidence in answer to 
my friend --- 

MR, FRAWLEY: Well, if he cleared it up, then 
you do not need to. 

MR, SINCLAIR: Well, just a minute, please, 

Q. At the time the rate was negotiated it 
was at the request of a shipper to move traffic? 


A, That is correct. 


Q. Against competition from traffic coming 
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from the United States? 

A, That is right, 

Q. And at that time there was not a 
manufacturer in Canada serving that market or able to 
serve that market with Roman brick manufactured in 
Canada? 

Ae With Roman brick manufactured in Canada. 

@; That is right, and the ‘alternative source 
of supply of the buyer was the United States? 

A, Was the United States, that is right, 

Q. And this traffic from Alberta, the 
Roman brick, to the Toronto market was highly competitiv 
with an external source of supply? 

A, Correct, 

Qs And then, in answer to my friend you 
agreed with him when he put --- 

MR, FRAWLEY: Ask him some questions, Mr, 
Sinelair? 

MR, SINCLAIR: Well, I do not know that I 
have put anything wrong here yet; I am just moving into 
the question. 

MR, FRAWLEY: He is your own witness, and it 
is just a very fundamental old, old rule. 

MR. SINCLAIR: Well, if you would wait, I 
think I can now come to the crucial part of the question 

Oy In answer to my friend, Mr. Frawley -- 
and you agreed with his statement, according to my 
note -- this, then, insofar as Mr. Sissons! brick to 


eastern Canada was concerned would be captive to you 
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because it could only be moved by you. What did you 
mean by that? And I hope my friend now recognizes the 
classical nature of the way I have put it? 

MR, FRAWLEY: I can appreciate your endeavour 
to retrieve yourself from an embarrassing answer, 

MR, SINCLAIR: It is only my duty not to have 
the Commission under misapprehension because Mr. Roberts 
may have given an answer that would be more meaningful 
to the Commission if he were given the opportunity I 
have now given him, 

MR, FRAWLEY: You can be more meaningful than 
he can, 

THE WITNESS: Well, the fact of the matter was 
that if the brick did not move from Medicine Hat it would 
move into that market from other sources of supply in 
the United States, 

Q. And when you say"captive" to Mr. 
Commissioner Mann, do you use it or do you not in the 
same kind of context? 

A, That is right. 

Q. Mr. Commissioner Mann asked you why you 
thought there might be a necessity for unjust 
discrimination and undue preference legislation in view 
of the pervasiveness of competition, and your answer to 
him was that when you were looking at these kind of 
matters of regulation you were considering the 
psychological effects, even though they were pot 
Would there or would there not be any 


necessary. 


necessity, in your view, for legislation regarding undue 
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preference or unjust discrimination in relation to the 
substitutionality of products and alternative sources 
of supply in contra-distinction to carrier competition 


or market competition? 


jee I am sorry I do not quite follow that 


question, 


THE CHAIRMAN: Well, we will adjourn now until 


10 o'clock tomorrow morning. 


--- Adjournment --- 
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